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PREFACE 



The substance is here reproduced of a short course 
of lectures on the Foreign Exchanges, which the writer 
was invited to deliver in the early part of the current 
year before the members of the Institute of Bankers, 
and which were afterwards published in the Journal of 
the Institute. To justify their reappearance in book- 
form a few words of explanation appear necessary. It 
is manifest, in view of the able and exhaustive treat- 
ment that the abstract theory has received in the weU- 
known treatise by Mr. Goschen, and in other standard 
works, that it would tend to no usefiil purpose to serve 
up a mere rickcmff^ of those general principles which 
are already familiar to all educated men; and that 
simply to say over again what has been much better 
said before would be only trifling with the reader. 
More than this is required, and more has been 
attempted. 

The difiSculties inherent to the study of the ex- 
changes (and that there are difiSculties will scarcely be 
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denied) are ascribable, not to failure to grasp the import 
of the few simple propositions that form the basis of 
the science, but to the perplexity attendant on the 
application . of abstract principles to the solution of 
problems encountered in the merchant's every-day ex- 
perience. What the man of business wants is a theory 
so stated and so illustrated as to be capable of being 
easily adapted to actual use — a theory which, by en- 
abling him to understand why a particular rate has 
risen or fallen in the past, may help him to judge for 
himself whether it is likely to rise or to fall in the 
immediate future. 

Bearing these requirements in mind, the writer (who 
has gained his experience at first-hand) has endeavoured 
to render his exposition as practical as possible, and, at 
the risk of overburdening it with technicalities, has 
illustrated each successive step by reference to actual 
transactions and by numerous instances derived from 
the course of the exchanges. As he writes, too, for 
busy men, he has also aimed at plain directness of state- 
ment, in order that he who runs may read, and, reading, 
understand. 

London, December, 1892. 
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THE ABC 

OF 

THE FOKEIGN EXCHANGES 



INTRODUCTORY 

What are the Foreign Exchanges? — Our foreign trade. — Barter. — 
Instance of a barter. — The use of money. — Bills of Exchange. 

Like many other of the cumbrous and archaic pieces 

of jargon that enter into the language of commerce, 

the term " Foreign Exchanges," taken by itself, is so 

vague as to convey scarcely any definite image to the 

mind of those to whom use has not rendered it familiar. 

In expositions of the theory it is usually described as 

an explanation of the means by which the mutual 

indebtedness of nations is paid ofif and cancelled : — 

" The system by which commercial nations discharge their debts 
to each other." — Eivcy. Brit. 

or, in a narrower sense, of the principles on which 
foreign bills of exchange are created and dealt in, and 
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2 THE A B C OF THE FOREIGN EXCHANGES i 

on which their price is fixed ; but in actual practice we 
almost invariably find it employed with the significa- 
tion of rates of exchange : — 

"The foreign exchanges are moving against us." — Ecoiwmidy 9th 
April, 1892. 

"Bills were in small supply, and the tendency of the exchanges 
was against this country." — Tiniesj 8th April, 1892. 

In America the ambiguity goes even further, 
** exchange " there being an expression that commonly 
passes current for " bills of exchange " : — 

"The National Park Bank buy and sell foreign exchange." — 
Advertisement in New York ChroniclCy 9th April, 1892. 

The great basis of international indebtedness is 
foreign trade ; and the foreign trade of this country, 
in the settlement of which the foreign exchanges come 
into play, is on a scale of great magnitude. For the 
year 1891 our imports and exports amounted together 
to 682,000,000/., and it may be taken for granted that 
the whole, or practically the whole, of these vast 
transactions were settled by means of bills of exchange.^ 
Our imports are principally articles of food and raw 
materials. We have to obtain from abroad those com- 
modities which we cannot ourselves produce, such as 
tea, coflfee, sugar, &c. ; those again of which we cannot 
raise sufficient for our needs, such as wheat, wool, &c., 

^ Telegraphic transfers, which are now largely used for effecting 
payments between distant countries, may be regarded as bills of 
exchange drawn at sight. 
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I INTRODUCTORY 3 

and, lastly, those commodities and manufactures which 
we can only produce at a disproportionate cost. On 
the other hand, we send away manufactured goods, and 
such commodities as we are best fitted to produce. 

Commerce, says McCulloch, is simply, as its name 
imports, "the exchange of commodities for com- 
modities." Each country keeps, so to say, a trading 
accoimt with the rest of the world — an account which 
it debits with what it gives and credits with what it 
receives. The debits act as a set-oflf against the credits, 
and only the balance is left for settlement in money. 
As regards our own foreign trade, the United Kingdom 
every year receives considerably more than it gives, 
but the difference, as will afterwards be seen, arises 
partly out of transactions of a financial nature, and is 
partly a return for services rendered, so that it does not 
necessarily fall to be paid for. 

In a more primitive state of society, before the use 
of money became general, commodities must, to a great 
extent, have changed hands by way of actual barter, 
and of one such transaction, that occurred about 3000 
years ago, we happen to possess a very exact record. 
It relates to the building of Solomon's Temple. Being 
in want of timber, Solomon writes to a neighbouring 
monarch, asking the latter to supply him with cedar 
and fir, and offers in return to send wheat and oil. 
The reply comes as follows : — 

" And Hiram sent to Solomon, saying, I have con- 
sidered the things which thou sentest to me for : and I 
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will do all thy desire concerning timber of cedar, and 
concerning timber of fir. My servants shall bring them 
down from Lebanon unto the sea : and I will convey 
them by sea in floats unto the place that thou shalt 
appoint me, and will cause them to be discharged 
there, and thou shalt receive them: and thou shalt 
accomplish my desire in giving food for my household. 
So Hiram gave Solomon cedar trees and fir trees ac- 
cording to all his desire. And Solomon gave Hiram 
twenty thousand measures of wheat for food to his 
household, and twenty measures of pure oil : thus gave 
Solomon to Hiram year by yeai*." ^ 

As there was no question here of a balance either 
one way or the other, this was a case of barter pure 
and simple; and though we no longer transact busi- 
ness in this regal fashion, yet the result, that of an 
exchange of commodities, is precisely the same, the 
only difference being that we now transmute all values 
into terms of money, and, if there should be a balance 
over, insist on payment of it. 

The chief function of money, political economists 
tell us, is to serve as a medium of exchange. It is a 
"common denominator" of all things that have an 
exchangeable value. We were taught at school to 
compare the valuer of different firactions by reducing 
them to a common denominator, and, in the same way, 
if we wish to compare the value of the labour em- 
bodied in a sack of wheat with that embodied in a sack 
1 1 Kings V. 8—11. 
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I INTRODUCTORY 5 

of coal, we inquire the respective prices, which are 
an expression of that value in the common terms of 
money. 

Instead, however, of settling our foreign bargains in 
actual coin, in which case every separate export or 
import of goods would need to be followed by a cor- 
responding import or export of precious metal to pay 
for it, we simplify matters by employing paper counters, 
or bills of exchange, the use of which is illustrated by 
the familiar theory of the foreign exchanges. 
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II 



THE THEORY OF THE EXCHANGES 

How the settlement is effected when the transactions balance, — And 
how it is effected when the amount to be received exceeds or 
falls short of the amount to be paid. 

If we take any two countries that trade together, 
such as the United States and the United Kingdom, 
and assume that each buys of the other commodities 
of precisely the same value, which we may put at 10 cc, 
thus : — 



United States. 


United Kingdom. 


A. 


B. 


C. 


D. 


Br. 

To Piece Goods, 

&c., bought 

from the 

United 

Kingdom, 

value 10 X. 


Or. 

By Wheat, &c., 

sold to the 

United 
Kingdom, 
value 10 X. 


Dr. 

To Wheat, &c., 

bought from 

the United 

States, 
value 10 X. 


Or. 

By Piece Goods, 

&c., sold to the 

United States, 

value 10 X. 



it is evident that, as the matter stands, the importer A 
in the United States must remit 10 units of gold to D 
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THE THEORY OF THE EXCHANGES 



in the United Kingdom, and that C in the United 
Kingdom must remit 10 units to B in the United 
States, so that the money will have to travel half-way 
across the world and back again* 

Now, says the theory, seeing that A and C have 
each to pay 10 a?, and that B and D have each to 
receive that amount, why not save the trouble and 
expense of this useless journey by arranging that A 
should pay the money to his neighbour B for C's 
account, and that C should pay his neighbour D for A's 
account? It can be very simply done. Let B write 
out an order, or bill of exchange, instructing C to pay 
D, let A give B 10 a? for the bill and remit it to D, and 
let D present it to, and get his money from, C. The 
whole settlement will then be eflfected by means of the 
one bill and without the transmission of a single coin> 
thus : — 



United States. 


United Kingdom. 


A. 


B. 


C. 


D. 


Importers of 
British Goods. 


Exporters of 

American 

Goods. 


Importers of 

American 

Goods. 


Exporters of 
British Goods. 


A buys the draft 

and remits it 

toD. 


B draws on C. 


C pays it. 


D presents it. 
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8 THE A B C OF THE FOREIGN EXCHANGES ii 

Exactly the same result would have been arrived at 
if, instead of B drawing on C, D had drawn on A : — 

D draws on A, 

C buys the draft and remits it to B, 

B presents it, 

A pays it ; 



but it is clear that if D draws on A, as well as B 
on C, they would both find it difficult (and with- 
out the intervention of a third party — the foreign 
banker — impossible) to dispose of their bills to ad- 
vantage, inasmuch as the importer in both countries, 
who is the natural buyer of the paper created by 
exporters, would according to the hypothesis pay for 
the goods he had purchased by giving his acceptance, 
and would therefore have no occasion to buy a remit- 
tance. 

So far, it has been taken for granted that, while 
the whole of the sellers on the other side prefer to 
draw on London, the whole of the sellers on this prefer 
their customers to remit ; but, as such unanimity of 
arrangement does not prevail in practice, let us put 
the case in which, though the majority of the bills 
originate abroad, as is actually the fact, a certain pro- 
portion, say 10 per cent., are drawn from the United 
Kingdom. The theory still holds good, but the appli- 
cation of it has to b^ modified; as follows ; — 
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United States. 



B. 



Importers of Exporters of 
British Goods. I ^p,;^^ 



A buys 9 X from 

' B and remits it 

toD. 



A pays I^s draft 
, for 1 ar to B. 



B draws 9 x 
onC. 



B receives 1 ;r 
from C. 



United ELingdom. 



Importers of 

American 

Goods. 



. C buys 1 X from 

D and remits 

it to B. 



C pays B's draft 
for 9 a; to D. 



D. 



Exporters of 
British Goods. 



D draws 1 jc 
on A. 



D receives 9 x 
from A. 



The eflFect of drawing from this side, it is seen, is 
simply to diminish the amount that would otherwise 
be drawn from the other. 

Lastly, we have to ask how the mutual indebtedness 
is cancelled in the event of the amount to be received 
by the one side exceeding what it has to pay. Say we 
are creditors for 10 a?, as before, but only owe 9 x (see 
Table on following page). 

As A can only find bills to the amount of 9 a; in the 
market, he must necessarily send the balance of 1 x in 
gold. The result would be the same if D drew on 
him, for as the buyer of the draft could not, according 
to the conditions, be indebted to the United States, 
this would be merely substituting one creditor on this 
side for another. 
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United States. 


United Kingdom. 


A. 


B. 


C. 


D. 


Dr. 
Importers 


Cr. 

Exporters 

9 a;. 

B draws 9 x 
on C. 


Dr. 

Importers 

9 a?. 


Cr. 

Exporters 

10 a;. 

D receives 9 a* 
from A. 

D receives 1 x 
in gold from A. 


A buys 9 X from 

B and remits it 

toD. 

A remits 1 a; in 
gold to D. 


C pays B's draft 
for 9 a; to D. 
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ENGLAND DRAWS FEW BILLS, BUT ACCEPTS MANY. — THE 
REASON AND THE RESULT 

If two countries buy of each other, only one of them need draw. — 
Why London has become the world's settling-place. — The foreign 
exporter would rather draw on London than have us remit ; — And 
the foreign importer would rather buy a remittance than accept 
a draft. — It suits us very well to fall in with this arrangement, 
and consequently our foreign trade is settled almost entirely by 
means of bills on London. — The rate of exchange between any 
two countries is fixed by the one that draws the bill ; — Hence, 
the exchanges on London are controlled from the other side ; — 
And the foreign trader naturally watches their fluctuations with 
greater interest than the British trader. 

It has been shown that, if two countries buy of each 
other to the same amount, their transactions need not 
give rise to two separate sets of bills, but that on the 
contrary, if the foreigner draws on us to the full value 
of his exports, the bills so created will be sent as re- 
mittances to the exporter on this side and will pay him 
for his sales. Conversely, if the British exporter draws, 
there is no necessity for the other side to do so. 

What then are the facts ? Does the United King- 
dom, generally speaking, draw on abroad, or does the 
foreigner take the initiative by drawing on London ? 
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As a matter of fact, both sides draw ; but, as all who 
are acquainted with the customs of trade are well 
aware, the bills drawn by Great Britain on abroad are 
vastly outnumbered by those drawn from abroad on 
London. 

Owing chiefly to the magnitude of our trade, but 
also to several contributory causes — such as the stability 
of our currency; the certainty that a bill on London 
means gold and nothing but gold; the facility with 
which those who deserve credit can obtain it here ; our 
freedom from invasion, or any chance of invasion, &c. — 
London has become to a great extent the settling-place 
of Europe and the world, and the seller, wherever he 
may be, of a good bill on London can always be sure of 
finding a buyer and of realizing a fair price. As the 
sale of a bill, moreover, carries the valuable advantage 
of ready money and a speedy turnover of capital, it is 
invariably preferred by the foreign exporter, who has 
consigned or sold produce to us, to the alternative plan 
of awaiting remittances from this side. The foreign 
importer, too, who has to pay for the goods he has 
bought, would rather do so by remitting to London 
than by allowing us to draw upon him. In the former 
case, the rate he has to pay depends on his own success 
in higgling ; in the latter, it is fixed by a London bill- 
broker, who has not the same interest in the matter. 

If the same considerations held good on this side 
also, our merchants and manufacturers might perhaps 
object to letting the foreigner have it all his own way ; 
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but, on the contrary, it appears to suit both buyers 
and sellers very well — the former, because in the 
majority of cases they would scarcely know how or 
where to buy suitable bills, and the latter, because the 
drawing and negotiation of a foreign bill requires a 
certain amount of knowledge of the exchanges, which 
they do not always possess, and entails a certain amount 
of trouble, which they would gladly be spared. There 
is also more risk of loss in drawing. In the latter case 
they have only their correspondent to look to, while on 
a London remittance they have the additional security 
of the other parties to the bill. 

Practically speaking, therefore, the settlement of our 
foreign trade is eflfected by means of bills of exchange 
which are drawn and negotiated abroad, and are 
accepted and paid in London. 

To the student of the exchanges this fact is of con- 
siderable importance, for, as the rate of exchange 
between two countries— the price at which bills on the 
one are sold in the other — must be fixed by the- one that 
draws and negotiates the lill, it follows that the ex- 
changes between England and most other countries are 
controlled from the other side, and that we in London 
have scarcely part or say in the matter. The rate of 
exchange, for example, between England and the 
United States is fixed in New York ; between England 
and Brazil, in Rio ; between England and Turkey, in 
Constantinople ; and so on. There may be exceptions, 
of which the Indian exchange is the most notable, but 
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that is the general rule, and it is one that should be 
carefully borne in mind. 

The same fact also supplies a reason for the solicitude 
with which the foreign trader watches the fluctuations 
of the exchange, and for the utter indiflfercnce with 
which they are regarded by the British trader. To the 
former, who intends maybe to draw a few hundred 
pounds on London in a day or two against the shipment 
he is preparing, the diflference between selling his draft 
next week instead of this may mean, if the rate should 
move in his favour, the gain of an additional half per 
cent. ; but to our home manufacturers, who sell their 
wares in sterling and stipulate for payment in bills on 
London, the see-saw of rates is but of academic interest. 
They pay attention to the course of discount, because 
they may have to melt some of their paper before pay- 
day comes round ; but the course of the exchange — the 
question of the rate rising or falling — hardly concerns 
them at all.^ 

It is not sought to detract from the influence of the 
English-drawn foreign bill, or, as might be imagined, to 
explain it away altogether. On the contrary, paper to 
a considerable amount is, and will continue to be, 
negotiated on the Royal Exchange (though the total, if 
compared with that of the paper on London negotiated 
abroad, would appear quite insignificant). The object 

^ Indirectly i as the Lancashire manufacturers have found to their 
cost in the case of the silver exchanges, some of the rate-fluctuations 
may concern them a great deal ; but that is quite another matter. 
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in view is merely to bring into prominence, and to im- 
press on the reader, the essential principle that, while 
the position of every rate of exchange is the outcome of 
the market conditions in the ttvo countiHes combined, the 
predominant mass of the dealings take place on the 
other side, so that, as a consequence, the real signifi- 
cance of the fluctuations can only be grasped by viewing 
them from the foreign standpoint. 
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IV 

THE PAR OF EXCHANGE 

Meaning of par. — The ideal par is an indeterminate quantity ; — But 
a Mint Par is fixed and invariable. — What Mint Par means, and 
how it is arrived at. — The French, German and American pars. 
— Why the principal pars are of importance to business men. — 
The legal relationship of diflferent currencies is not necessarily 
their actual relationship. 

The definition of the word "par," as given in the 
Dictionary, is a " state of equality." Two things are 
on a par with each other when the one is just as good 
as the other, and there is nothing to choose between 
them. Consequently, an exchange has been conducted 
at par when that which was given is on a par with, or 
equal to, that which was received. There must be 
neither profit nor loss on the transaction, and neither 
party to it must gain any advantage at the expense of 
the other. 

A favourite illustration, and the one commonly met 
with, is the exchange with Australia, which is selected 
because it saves the necessity of comparing two diflferent 
systems of currency. If there were no debts owing on 
either side, we are told, and if England and Australia 
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each bought of the other commodities of precisely the 
same value, their accounts with each other would just 
balance, the demand for bills would exactly equal the 
supply, 100/. in either country would purchase a draft 
for precisely 100/. on the other, and the exchange would 
be at par. 

This is no more than an assumption, however. As 
there are no possible means of knowing when the demand 
for bills exactly equals the supply, it cannot be proved, 
but is only supposed, that under such circumstances the 
exchange would stand at par. 

Then again, even if the Australian were charged 
exactly 100/. for a cheque of that amount on London, 
is it absolutely correct to say that the exchange has 
been conducted at par ? Par implies equivalence ; and 
the question is, whether the title which the Australian 
has acquired to a hundred sovereigns lying on the other 
side of the earth is really equivalent to the hundred 
sovereigns that he has just parted with. If interest is 
to be admitted into the calculation — and there seems 
to be no valid reason why it should not — obviously the 
exchange has not been eflfected at par, inasmuch as five 
or six weeks must elapse before he can claim and make 
use of the money : and until he obtains it he is losing 
interest on the hundred pounds that he paid away. 
Practically, however, it matters nothing which way we 
take it ; and the question is only raised to show that 
opinions may diflfer as to what constitutes the actual 
equivalence demanded by an ideal par. 
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That to which exchange-dealers and cambists give 
the name of par, is something much more matter-of- 
fact and comprehensible. Their par of exchange, 
distinguished as the Mint Par, is the fixed intrinsic 
value of the currency-unit of one country, expressed in 
terms of the currency of another, which uses the same 
metal as a standard of value. The value of a currency- 
unit is taken to depend on the quantity of pure metal 
that it contains, as fixed by law; and the Mint Par tells 
us how much of the other country's currency contains, 
according to their law, precisely the identical quantity of 
the same pure metal. It therefore means value for value 
in fine gold between gold-using countries, and value 
for value in fine silver between silver-using countries. 

A comparison between the currency-units of England 
and France will illustrate the principle. As to the 
former — the English sovereign — it was provided by the 
Act 56, Geo. III., cap. 68 (22nd June, 1816), that the 
gold coin of this realm should hold such weight and 
fineness as were prescribed in the then existing Mint 
indenture,^ that is to say, that there should be nine 

^ The actual wording of the ancient Mint indenture referred to is : — 
" Every pound weight troy of all the monies of gold aforesaid shaU 
be in value forty -six pounds, fourteen shillings and sixpence, and shall 
be in fineness at the trial of the same twenty-two carats of fine gold 
and two carats of alloy in the pound weight troy, which standard afore- 
said of twenty-two carats of fine gold and two carats of aUoy in every 
pound weight troy our Sovereign lord the King doth wiU and ordain 
and establish by these presents to be the right standard of crown gold. " 
Until 1816, guineas were the principal gold coin of the country, and 
£46 Hs. Qd. really means 44 J guineas. Twenty pounds troy of standard 
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hundred and thirty-four sovereigns and one ten-shilling 
piece contained in twenty pounds weight troy of stand- 
ard gold, of the fineness at the trial of the same of 
twenty-two carats fine gold and two carats of alloy in 
the pound weight troy. An ounce troy of standard 
gold is therefore coined into 3||^ sovereigns, which 
amount, expressed in terms of the currency, is 
SI. I7s. 10|rf., and this in common language is called 
the price of an ounce of gold. In other words, an 
ounce of standard gold and 3/. 17s. lO^d. are synony- 
mous and interchangeable terms. 

In the first schedule to the Coinage Act, 1870, the 
Qjuti^ic weights of all our coins are given, which is 
a great convenience when we have to compare them 
with foreign ones. That of the sovereign is 7*98805 
grammes (rather over 123 J grains), and as the law 
which regulates the French monetary system ^ requires 
that 155 twenty-franc pieces shall be coined from one 



gold are now coined into 934J sovereigns, equal to 890 guineas, thus 
preserving the former proportion between the weight and value of 
the coin. 

^ The monetary unit of France is the silver franc, weighing five 
grammes, nine-tenths fine : — ** Cinq grammes d'argent, au titre de 
neuf dixi^mes de fin, constituent Funit^ mon^taire, qui conserve lo 
nom de franc"; but the provisions of the law as to gold give it a 
legal currency and value, independent of its relation to silver. 
Loi du 7 Germinal, an XI. (1803) :— 

Art. VI. H sera fabriqu^ des pieces d'or de vingt francs .... 
,, VII. Leur titre est fix^ k neuf dixi^mes de fin, et un dixi^me 

d'alliage. 
,, VIII. Les pieces de vingt francs seront k la taille de cent 
cinquante-cinq pieces au kilogramme .... 



Digitized by VjOOQIC 



20 THE A B C OF THE FOREIGN EXCHANGES iv 

kilogramme of gold, nine-tenths fine, we are now in a 
position to ascertain what ratio the sovereign bears to 
the franc. 

Asking, by Chain Rule, how many francs are equal 
to a sovereign, if 

£1 = 7 '988 grammes standard, 
12 = 11 grammes fine, 
900 = 3100 francs; 

we obtain the result, 

7-988 X 11 X 3100 of,.ooi- 
= 25*221o. 

12 X 900 

Again, according to German Mint law, 500 grammes 
fine gold are to be coined into 69f twenty-mark pieces, 
nine-tenths fine, which gives a ratio to the sovereign of, 
£1 = 7*988 grammes standard, 
12 = 11 grammes fine, 
500 = 1395 reichsmark; 
= 20-43 nearly. 

Lastly, the United States coin a ten-dollar piece out 

of 258 grains gold, nine-tenths fine, making the sovereign 

worth, 

£1 = 123-274 grains standard, 

12 = 11 grains fine, 

232-2 = 10 dollars, 

= 4-86f; 

equivalent to 49tV pence for one dollar. 

These are the three most important pars; and for 
ordinary business purposes are the only ones that need 
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be retained in the memory. Why they should be of im- 
portance to business men is due to the feet that the 
course of the chief gold exchanges frequently influences 
the course of the money market, and that we can only 
tell whether a rate is for us or against us by knowing 
the par, which is the centre about which it oscillates. 
It must be clearly understood, however, that a Mint Par 
only expresses the legal ratio. When we say that a 
sovereign is equal to f.25.22c., we mean that this amount 
of French currency expresses, according to French law, 
the same weight of gold as is contained in a sovereign, 
according to English law ; but whether, if we were to 
put 2000 ordinary sovereigns into one melting-pot and 
2522 ordinary napoleons into another, we should obtain 
two lumps of gold of exactly equal value, is another 
question. It would depend on the state of preservation 
in which the coins were. The sovereigns might be £10 
short of the full weight, and still be within the legal 
allowance for wear ; and so might the napoleons. 

The Mint Par depends, in short, not on the coin itself, 
but on the legal definition of it ; not on the sovereign de 
factOy but on the sovereign de jure ; and if every gold 
coin in this country were debased, and every gold coin 
in France sweated and mutilated, the Mint Par would 
still remain the same. Unless and until the law is 
altered the Mint Par caimot alter. 
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BETWEEN A GOLD-STANDARD COUNTRY AND A SILVER- 
STANDARD COUNTRY THERE EXISTS NO FIXED PAR 
OF EXCHANGE 

The weight and fineness of the English shilling compared with that 
of the Indian rupee. — What the Coinage Act says about gold, 
and what it does not say about silver. — Bar gold can be turned 
into money by taking it to the Mint ; — But silver can only be 
turned into money by selling it. — Hence, foreign silver coins are 
worth not their weight in shillings, but only what they will 
fetch. — Why the gold coin of India does not serve to establish a 
fixed par with the sovereign. — How the par is established with 
a double-standard country. 

Seeing that the ratio of value between the English gold- 
piece and the French gold-piece is arrived at by com- 
paring the weight of fine metal which they respectively 
contain, let us now apply the same principle to silver, 
and, by comparing the substance of an English shilling 
with that of an Indian rupee, try whether we can 
ascertain the fixed par of exchange between England 
and India. 

The weight and fineness of the shilling are determined 
by the same Mint indenture to which we have already 
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referred, it being further prescribed therein, as regards 
silver coin, that there shall be sixty-six shillings in every 
pound troy of standard silver of the fineness of eleven 
ounces two pennyweights of fine silver and eighteen 
pennyweights of alloy in every pound weight troy; 
that is to say, sixty-six shillings are to contain 5760 
grains of silver, f^ fine, or 5328 grains fine, and an 
ounce of coined silver is worth 5s. 6d. According to 
Indian Mint law the rupee must contain 165 grains 
fine silver, so that it should apparently be worth 

Rl = 165 grains fine silver, 
5328= 66 shillings, 

= 2s. O^d. (nearly) ; 

but as we very well know that it is not worth anything 
like 25. there must be a flaw somewhere. 

And yet, if by means of the fixed value given to 
standard gold through coining an ounce of it into 775. 
lOJrf., we are enabled to establish a par of exchange 
with other gold-using countries, why should not the 
fixed value given to standard silver, through coining an 
ounce of it into 5s. 6d,j enable us to establish a par with 
silver-using countries ? 

The Coinage Act tells us why ; or, at least, by putting 
together what the Coinage Act says about gold, and 
what it does not say about silver, we can infer why. In 
the first place, it says (Section 4) that, while gold coin 
is a legal tender to any amount, silver coin is legal 
tender only to the extent of forty shillings. Secondly, 
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it also says (Section 8) that, "Where any person 
brings to the Mint way gold bullion, such bullion shall be 
assayed and coined, and delivered out to such person, 
without any charge for such assay or coining, or for waste 
in coinage." According to law, therefore, anybody — 
whoever it may be — is entitled to take standard gold to 
the Mint, and to have it converted into sovereigns at 
the expense of the taxpayer.^ Any foreign state, indeed, 
that may be in want of a cheap and good gold coinage, 
need but adopt the English sovereign ^ and send its 
bullion here, and our Deputy-Master of the Mint will 
do the work for it quite free of charge. 

The Coinage Act does not contain a word, however, 
that can be construed into permission to take standard 
silver to the Mint, and to have it manufactured into 
shillings and half-crowns. That no one may do but 
the Government, which keeps the coinage of silver in 
its own hands as a monopoly, and by buying the bullion 
as cheaply as possible makes a considerable profit on 
the operation. Consequently, if you import silver, you 
cannot get it converted into the like weight of coin — 
as you can gold ; and, even if you could, it would not 
be legal tender, except in driblets. Being nothing 
more in fact than an article of merchandise, like 
copper or tin, the only way of turning silver into 
money is to sell it in the open market for what it will 

^ The expense of manufacturing our standard coin has been borne 
by the State ever since the year 1666, in the reign of Charles II. 

^ In Portugal, Brazil and Egypt, the sovereign has circulated for 
many years past. 
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fetch; and the market-quotation has no more con- 
nection with the price charged for it by Government, 
after manufacture into coin, than it has with the price 
charged by Elkingtons, after manufacture into tea- 
spoons and candlesticks. Hence, the 165 grains of fine 
silver contained in the rupee have no fixed value in 
sterling, but are worth \^ of the constantly varying 
price of an ounce of standard silver : and we are thus 
led to the conclusion that, owing to the absence of a 
fixed relationship between the values of the two 
precious metals, there can exist no fixed par of ex- 
change between a gold-standard country, like England, 
and a silver-standard country, like India. 

Another question arises. As gold coins of a fixed 
weight and fineness circulate in India, why not establish 
a par by comparing the sovereign with the mohur,^ 
which contains 165 grains fine gold ? Why this cannot 
be done is because the mohur is not a legal tender, and 
has no fixed value. It is simply a gold medal, the 
existence and use of which are explained by the cir- 
cumstance that, as a considerable amount of gold finds 
emplojnnent in India for various purposes, and, as any 
one taking it to the Mint may have it coined on 
pajonent of a small charge, it is sometimes convenient 
to have the weight and fineness certified in this manner, 
instead of each man having to weigh and assay for 

^ The mohur is a gold rupee. Its nominal value is fifteen silver 
rupees, representing an original ratio between silver and gold of 
15tol. 
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himself. The mohur passes from hand to hand as a 
commodity, and, like the sovereign or any other gold 
coin, is bought and sold on the basis of the current 
market-price of gold. 

One more case remains to be considered, — that of 
the so-called double-standard countries. In many 
states, of which the most prominent are France and 
the United States of America, the right exists on the 
part of the debtor to discharge his liabilities at his 
option in either of the two metals at a ratio fixed by 
law. Such countries are said to possess a double 
standard of value; but as none of them will give 
silver coin, weight for weight, in exchange for standard 
silver bullion, while all give gold coin in exchange for 
standard gold bullion, the latter metal alone is prac- 
tically the real standard by which all values are 
measured.^ For exchange purposes they may there- 
fore all be classed as gold-standard countries, the par 
of exchange being established, as we have already seen 
in the case of France and the United States, through 
the medium of their gold coin. 

^ The mere possession of a double standard is not the same thing 
as bimetallism, an essential feature of which is the open mint, ready 
to coin any quantity of either gold or silver that may be brought 
to it. 
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VI 

THE RISE AND FALL OF THE EXCHANGE 

If the demand for bills on London exceeds the supply the price rises. 
— The point at which other means of remittance become available 
is the extreme limit of the rise ; — But the limit for the time being 
is the rate that bankers will draw at, and this depends ultimately 
on the cost of covering their drafts. — Why allied exchanges rise 
together and fall together. — A fall of the exchange. 

As was already explained, whenever a Paris exporter 
is able to sell his draft on London at the exchange of 
25.22 per £, theory bids us believe that the demand 
for remittances to this country must have chanced to 
tally with the amount on oflfer. No means exists of 
putting this assertion to the proof; but, on the other 
hand, as no definite reason can be alleged why the 
Mint Par with Paris should not be identical with the 
ideal par, it is customary under such circumstances to 
assume — though solely on the ground that Fes. 25.22 
represent as much fine gold as 1/. — that demand and 
supply actually were equal. 

But if they are admittedly unequal: what .then? 
What happens if more bills are wanted than are oflfered 
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for sale ? Of course, the price rises. As buyers find 
themselves in the majority, and perceive that there are 
not suflScient remittances to go round, they bid against 
each other, and bills on London go to a premium. 
The market conditions may be such that sellers ask 
i per cent, more for the pound sterling than its normal 
value, and unless the intending buyers can discover any 
cheaper mode of remitting they will have to pay it. 
But the advance in price cannot go beyond the point 
at which other means of remittance become available. 
It cannot, under ordinary conditions, go beyond 10 
centimes per £, because that is about what it costs 
to send gold from Paris to London ; and if the Bank of 
France, therefore, is willing to cash its notes in gold to 
any extent, the exchange on London will attain its 
maximum at par, plus 10 centimes, or at 25.32. An 
ordinary Londoner wanting to send a poimd to Scot- 
land would be aflfected by precisely the same considera- 
tions as influence the French importer. Like the 
latter, he wishes to send the money as cheaply as 
possible. If he encloses the sovereign itself in his letter, 
he must pay 2d., or nearly 1 per cent., for " register- 
ing " it ; but as he can obtain a Postal Order, which is 
nothing but a bill of exchange, for l^d., he gives it the 
preference; and the Frenchman gives preference to a 
bill if he can buy one at anything less three-eighths per 
cent, premium, which is what he must pay for carriage 
$,nd insurance of specie. 

Granting, then, that the price rises, let us suppose 
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that in the presence of a demand for remittances to 
the amount of 100,000Z., only 60,000/. are tendered for 
sale. Somebody, it appears likely, will have to go 
short ; but are we to assume that those who cannot get 
bills will have to remit 40,000/. in gold, and that the 
competition of all these intending buyers will force the 
rate up to 25.32? Not at all. If the possibility of 
remitting were absolutely limited to the bills on the 
market, there would no doubt be a large and sudden 
advance ; but the bidding need only be raised a centime 
or two to tap an almost inexhaustible source of supply 
— that of bankers' drafts. In other words, if the remitter 
cannot obtain a ready-made bill, he must pay a little 
more, and have one made to order. That a bank-draft 
should cost more than a trade-bill is (quite apart from 
the better standing of the drawer) only natural, for the 
banker, besides having to remunerate his correspondent^ 
either by paying a trifling commission, or by keeping 
a balance in London free of interest, must also add on 
a certain percentage for the trouble of drawing and 
advising the bill, and of providing cover. The percen- 
tage will only be small, however, as the competition of 
other bankers will keep profits down to a minimum. 
Taking all things into consideration, say that he is will- 
ing to draw on London at 25.25, — if so, then 25.25 is 
the extreme price that the drawer of the trade-bill can 
hope to obtain, and in all probability he will have to 
take less. 
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The price that a bill will fetch in a rising market is 
limited, therefore, by the rate that bankers will sell at ; 
and the rate that bankers will sell at is limited by com- 
petition amongst themselves. To get to the bottom of 
the matter, we have still to ascertain what the banker 
bases his price upon. After establishing his base, he 
adds perhaps one centime profit for himself, and 
another for his correspondent, but what does he add 
them to? A moment's consideration will show that 
he must add them to the cost of covering his draft, which 
is the first thing he takes into account. It may be 
that he holds a stock of London bills, having bought 
when the price was lower, or that he has accumulated 
a large balance over here ; in that case the rise is all 
profit. But, if the demand continues, his portfolio and 
his balance will sooner or later be exhausted, and he 
must decide on some form of remittance. What he 
now does is to' buy bills on some other country — on 
Belgium, or Italy, or Germany, for instance, whichever 
comes cheapest — to send them to his correspondents 
in those countries, and to request that they will remit 
for his accoimt to London. This is a form of operation 
that involves double commission, etc., and that conse- 
quently can only be resorted to with advantage on a 
broad margin ; but it is bound to come at last, and the 
result will be that the exchanges of other European 
countries that enjoy good credit will be set moving in 
the same direction as the London rate. The gen^r^ 
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rule of European exchange movements is, that all rise 
together or all fall together, and if one of the rates fails 
to respond to the common tendency, it is usually be- 
cause there is something wrong. Thus, if the value 
of the Italian or Spanish currency-unit is falling, 
when that of the French, Belgian, and Swiss franc is 
rising, it may be taken for granted that there is a screw 
loose in Italian or Spanish finances. 

So long, accordingly, as suitable bills on other coun- 
tries can be had in quantity in the Paris market, the 
rise in the London rate will be held in check ; but in 
proportion as they become scarcer, the price must go 
higher and higher, until finally the banker finds that, 
instead of buying bills on Berlin or Antwerp, and 
pa3dng the extra commission and bill-stamp, it will 
come cheaper to cover his London agent by drawing 
gold from the Bank of France, and sending it across 
the Channel. Supposing, for example, that his Berlin 
correspondent charges him M.20.48 for each pound 
remitted to London, and that the price in Paris of a 
bill on Berlin for M.20.48 now amounts, when, all ex- 
penses are allowed for, to Fcs.25.33 ; then each pound 
sent to London vi§, Berlin will cost him Fcs.25.33. 
But against this the banker knows that the Bank of 
England will buy as much gold as he likes to oflfer at 
the fixed price of 77s. lOJrf. per oimce standard, which 
works out equal to an exchange of 25.22; that is to 
say, if he sends to London 2522 francs' worth of bullion, 
and pays all charges himself, he will get credit for £100. 
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The charges he estimates at 10 centimes per £ ; so that 
by laying out 

Fcs.2522 on bar gold, 
and 10 on carriage and insurance, 

together Fcs.2532, 

he receives credit in London for £100. Obviously, 
therefore, if other means of remittance cost more than 
25.32 per £, he will resort to a gold-shipment, and, if 
gold can be had without difficulty, the London exchange 
will go no higher. 

Once the circumstances of a rise are understood, 
those of a fall of the exchange present little difficulty. 
Slackening of demand or increase of supply are, of 
course, the reasons that account for a drop, and the 
extent of it will be limited by the anxiety of exchange 
dealers to pick up bargains ; for, just as an advance of 
one or two points in the bidding for bills brings out 
fresh supplies, so a reduction of one or two points in the 
oflFers brings out fresh demands. If the fall should 
be continuous, it must almost inevitably force 
down the other exchanges, as bankers will sell 
drafts on those places which are quoted high, and will 
use their purchases of London paper as cover. In the 
end we arrive at the opposite extreme ; that is to say, 
London paper becomes so cheap that the banker uses 
it to buy gold at the Bank of England, and, after 
paying the expense of conveyance to Paris, can earn 
a quick and safe profit by selling it to the Bank of 
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France at tariflF price. Thus, if a bill on London for 

£100 can be bought as low as Fcs.2512 

and if the expense of getting the gold over 

can be cut down to 9 

then a hundred pounds' worth of gold deli- 
vered in Paris will cost Fcs.2521 

showing a profit of 1 centime in the £; and, as no 
restriction whatever is placed on the outflow of gold 
from London, the exchange can go no lower. 
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VII 

GOLD-POINTS 

The marketability of gold. — Definition of gold -point. — It is not 
possible to fix a gold-point with exactitude. 

Of the numerous commodities that are capable of 
being exported from one country to another, there is 
one, and one only, of which it may be said that, what- 
ever state the markets are in, the owner is always 
sure of finding an immediate and safe buyer, and of 
selling at the same fixed price. Send diamonds, or 
silver, or securities, or produce to be realized at London, 
or at any other great commercial centre, and you will 
have to sell when you can, to whom you can, and as 
best you can ; but send gold, and the State itself (in 
all gold-standard countries) will not only buy it of you 
to any amount without delay or demur, but will pay 
for it at a price which, being established by law, is 
known beforehand and admits of no uncertainty. 
Hence it is that, when the settlement of international 
indebtedness cannot be completely eflfected by means 
of bills, the final balance is adjusted in gold. 
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By buying gold in one country and selling it in 
another, a certain rate of exchange is yielded, which 
is called a gold-point — the rate produced by buying at 
home and selling abroad being the export-point, and 
that produced by buying abroad and seUing at home 
being the import-point. In both cases the charges 
that the operation entails must be either added to the 
price or deducted from the proceeds. A sovereign is 
composed of just as much fine gold^about 7^ 
grammes — as is contained in 25.22 francs. If the 
Paris banker sends 732 grammes of gold to London, 
it will cost him 2522 francs, plus charges, and will 
realize £100 ; if he sends for it back again it will cost 
£100, and will realize 2522 francs, minus charges. Put 
the charges at 10 centimes per £, and we have 25.32 
as the export gold-point from France to England, and 
25.12 as the import gold-point into France from 
England. 

The charges, it is to be observed, can only be 
estimated, as they vary with the magnitude of the 
operation, and according to the facilities possessed by 
those who imdertake it. On a big shipment they might 
perhaps be cut down to 8 centimes per £, or even 
less; on a small one they would possibly run up to 11 
or 12. Then again, some houses can get better terms 
for freight and insurance than others, and, in fact, are 
at all points in a more advantageous position for trans- 
acting the business. A gold-point, accordingly, cannot 
be stated as a definite figure ; and though the French 
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import-point has been taken at 25.12, the metal would 
probably be sent over if the rate touched even 25.15, 
with a downward tendency. 

It is of course obvious that, if the price of London 
paper rises to the export gold-point, it is immaterial 
to the remitter whether he buys a draft or sends gold, 
but that he would never think of paying more ; on the 
other hand, if the price falls to the import-point, it is 
the same thing to the seller of a bill whether he 
accepts 25.12 for it, or asks his correspondent to send 
gold, but he would certainly refuse to take less ; and 
the gold-points thus mark the highest level to which 
an exchange may rise,, and the lowest to which it may 
fall. 
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VIII 

THE LONDON COURSE OF EXCHANGE 

All exchange bus^less is transacted in London. — The Royal Exchange. 
— Dealings in bills. — The course of Exchange. — The double 
quotation. — Other capitals quote bills in the home currency, but 
London quotes some in sterling and some in foreign money. — 
Advantages of the practice. — Its drawback. — Some exceptions 
to the rule of quoting here as they quote abroad. — Anomalies in 
the list of plaices. — The great fault of a London Course of Ex- 
change. — How bills are quoted in Vienna and Frankfort. — A 
suggested improvement. 

The next stage in the inquiry is to consider on what 
lines exchange-dealings are managed over here ; and, in 
this connection, the first point that attracts attention 
is that there is but one market in the United Kingdom 
for the negotiation of foreign bills. All business of this 
nature centres in London. The provincial drawer 
either remits his paper direct to a " foreign banker '' 
here, who buys it of him at the current price, or he 
hands it to his local banker, through whom it at 
once finds its way to the London agent, and thence 
to the bill-broker, who oflfers it for sale on the Royal 
Exchange. 

There is perhaps no public edifice in the City which 
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is better known or less understood than the Royal Ex- 
change. Familiar as its outlines are to the thousands 
of Londoners who daily pass by it, there is not one in 
a hundred that can tell why it was erected, or what 
purpose it serves. Nor, if they should enter it in quest 
of information, would they be much the wiser, for at 
most times they would find the interior either entirely 
deserted or only tenanted by a few loungers. It was 
not always so, however. The Royal Exchange was in- 
tended as a meeting-place for merchants, and up to a 
quarter of a century or so ago London merchants actu- 
ally did meet there, each separate branch of trade col- 
lecting in its own comer or round its own particular 
pillar. But, as the various sections grew in numbers, 
it became more convenient to make homes for them- 
selves in the localities that they specially aflfect, and 
the coal, wool, com, produce, and other interests now 
possess their own separate Exchanges. 

One important group still remains true to its allegiance. 
Twice a week, on Tuesdays and Thursdays,^ the Royal 

^ Formerly Tuesdays and Fridays were the only days on which 
foreign mails were dispatched from London, and on those days alone 
were foreign bills negotiable on 'Change. It had always been the 
custom that bills bought on one ** post-day " should be paid for on the 
next ; but a notorious case (and not the first) having occurred of a 
house, that had bought cheques to a large amoimt, stopping payment 
before the following post -day, thereby involving the sellers in heavy 
loss, it was arranged in 1879 that, for the future, all bargains should 
be settled the next morning, in order that, if a similar case happened 
again, the cheques sold might be stopped by telegraph. At the 
same time the second day was altered to Thursday, as it was not to 
the convenience of the great Jewish houses to pay on a Saturday. 
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Exchange wakes up for a brief space. Immediately 
after limcheon-time those who have business to transact 
in foreign bills ^ begin to gather at the eastern end of 
the courtyard, and for about an hour 'Change is held. 
The assemblage, which is never a very large one — not 
more perhaps than five or six score at the outside — 
consists of a small number of brokers and of the chiefs 
of all the great foreign banking-houses. Of bankers, in 
the ordinary acceptation of the term, scarcely one is to 
be seen, except on rare occasions : London being per- 
haps the only great capital in the world of which the 
home-banking interest is not regularly represented on 
'Change. There is an entire absence of noise or excite- 
ment. So quietly is the business transacted that it is 
diflScult for an onlooker to beUeve that anything is 
going on. Now and again one observes a broker draw 
a likely buyer aside, covertly exhibit a contract-note, 
and suggest a price in a whisper. A simple nod of the 
head, almost imperceptible to a bystander, signifies 
acceptance ^ ; the broker scribbles down the rate, passes 

^ According to the Bills of Exchange Act, 1882 : ** An inland bill 
is a bill which is, or on the face of it purports to be, (a) both drawn 
and payable within the British Islands, or (b) drawn within the 
British Islands upon some person resident therein. Any other bill is 
a foreign bilL" A draft on London issued in Paris, or a draft on 
Paris issued in London, are therefore both foreign bills ; but in 
common language a ** foreign " bill is a bill payable abroad, and a 
bill on London drawn abroad would not usually be so styled. 

2 " When merchants come upon 'Change," says the -ETicy. Bfnt, 
(1810), **they are so full of fear and jealousies, that they will not 
open themselves to one another, lest they should discover what 
they want to conceal" ; and it sagely adds, **no man feigns and 
dissembles, except when he thinks he has an interest in so doing." 
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over the contract, which the banker thrusts uncon- 
cernedly into his pocket, and the bargain is complete. 
In an hour or so all is over ; and the broker hurries 
back to his office to write out his course of exchange, or 
list of current prices, a copy of which appears in the 
newspapers the next morning. 

The following is a list as issued by a leading broker : 

COURSE OF EXCHANGE. 

LONDON, December Sth, 1891. 



Amsterdam 

Ditto 

Rotterdam 

Antwerp and Brossels 

Paris 

Ditto 

Marseilles 

Hambuis 

Berlin 

Leipsic 

Frankfort on the Main 

Petersburg 

Copenhagen 

Stockholm 

Christiania 

Vienna 

Trieste 

Zurich and Basle 

Madrid 

Cadiz 

Seville 

Barcelona 

Malaga 

Granada 

Santander 

Bilboa 

Zaragoza 

Genoa, Milan, Leghorn 

Venice 

Naples 

Palermo and Messina... 

Lisbon 

Oporto 

Calcutta 

Calcutta and Bombay.. 

New York 



PRICES 
NEOOTIATED. 



Short, 
3 Ms. 



SJwrt. 
SMs. 



90 days date. 
90 days date. 

demd. 
30 days sight, 
docmntpapr. 

demd. 



From 
12 1 
12 
12 

25 45 
25 2: 



25 

20 51 
20 51 
20 51 
20 51 

22H 
18 40 
18 42 
IS 42 
11 92 
11 92; 

25 52 
41 
41 
41 
41 
41^ 
41 
41 
41 
41] 

26 12< 
26 12- 
20 1-2 
26 12J 

r payable in legal 



To 
12 28 
12 4lt 
12 4| 
25 50 
25 27i 
25 45 
25 45 
20 55 
20 55 
20 55 
20 55 

22H 
18 44 
18 46 
18 46 
11 97: r 
11 97, 
25 57 

41 



41 

41r 

41i 

41f 

41i 

41j 

41 

41 

20 17 

26 17 

26 17, 

26 17] 

legal 



currency 
40} 
41 
1-4A 



41 
4U 

1-4H 

l-4i 



Meaning of ihc Pfice, 

j- Guilders and stivers for £1. 

Francs and centimes for .-61. 

^Beichsmark and pfennige for £1. 
Pence for 1 Rouble. 
>Kronors and ore for £1. 
\ Florins and kreutzers for £1. 



Francs and centimes for £\. 



-Pence for 1 Peso, 



ylAie and centesimi for £1, 



) 



j Pence for 1 Milreis. 
I Pence for 1 Rupee. 



49f Pence for 1 Dollar. 
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The pnce-qaotation is twofold, the better rate being 
for fiist-dass bank-paper and the worse for ordinan' 
mercantile-^ The margin, be it observed, is not the 
" turn of the market," as in Stock Exchange prices, but 
represents difference in value, the greater part of which 
is returned to the buyer in the shape of a better dis- 
count-rate. Paris, for instance, is quoted 25.37 1 for 
best paper (large bills) to 25.45 for trade-paper (small 
bills) : assuming that a buyer takes one of each and 
gets them discounted in Pans, where bank-rate stands 
at 3% and market-rate at 2%, the comparative out-turn 
will be as follows : — 

Bank-Paper. Tradc'Papa\ 

£1 = 25.37i £1 = 25.45 

Less discount! ,^^1 Less discount) -^^ 

3mos.@2 J ^^* 3mos.@3%J ^^ 



25.25 25.26 

showing that, for the superior credit enjoyed by the 

acceptor of the former, the buyer has in reality only 

paid one centime per £. Li most cases the variation is 

about \ per cent., but in the sterling rates it is higher. 

As regards short paper, to which the explanation of 

better or worse discount-rate does not apply, the margin 

may be partially interpreted by pointing out that the 

^ The sterling exchanges are stated like ordinary prices, the cheaper 
first, but those expressed in foreign money reverse the order. If we 
quote the price of bills on Oporto as 41 pence to 41 J for 1 milreis, it 
would be only consistent to quote those on Berlin as 20.55 reichsmark 
to 20.51 for \l. ; and in some of ihe brokers' lists the difficulty is 
recognized and dealt with by the peculiar plan of changing the ortler 
of the sterlvig rates — Oporto, for instance, being stated as 41^ to 41. 
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"short" quotation is understood to include all bills 
having up to ten days to run, and that a sight-draft 
would naturally command a better price than one pay- 
able in a week's time ; but where cheques are quoted 
it is difficult to discover any apology for a variation of 
more than two points.^ 

The London practice of quoting some exchanges in 
foreign money, and some in sterling, instead, as is 
usually the case elsewhere, of stating all in the home 
currency, constitutes the chief difference between the 
Course of Exchange published here and those published 
abroad. In Paris, all dealings are conducted in fi-ancs ; 
in Berlin, in marks ; in Amsterdam, in guilders, and so 
on ; but in London we transact nearly all our business 
in EtCQ'opean ^ bills, in the currency of the country which 
they are drawn upon. There are only three exceptions 
in fact, namely, Russia, Spain, and Portugal, bills on 
which countries are bought and sold in pence, while all 
others are negotiated in marks, francs, florins, &c., as 
the case may be. We may even lay it down as a rule 
that, generally speaking, the exchange is stated in 
London in the same terms as it is stated abroad ; that 
is to say, as most countries quote the price of London 
bills in their native currency, we follow suit, but as 
some capitals, such as Lisbon, Calcutta, Rio, Buenos 
Ayres, &c., quote in sterling, we quote them in sterling. 

^ It would conduce to simplicity if only the middle price were 
stated. Every one would know that first-class paper was worth 
more, and inferior paper worth less, than the quotation. 

2 The exchanges with places outside Europe are mostly stated in 
shillings and pence. 
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The advantage of the practice is twofold. In the first 
place, it facilitates comparison between the rates cur- 
rent here and those current abroad. Thus, if a mer- 
chant intends buying a cheque on Paris, he need only 
look in the newspaper to see how the rate is telegraphed 
over, and he knows in an instant what he ought to 
pay : while, if the seller here stated his price in sterling, 
say as 9|^. for one franc, or as 155. d^, for one 
napoleon, it would require a troublesome calculation to 
ascertain the parity.^ Secondly, we obtain a more 
manageable fraction by expressing a large unit, such as 
the pound (the largest monetary imit there is), in 
terms of a small unit — especially if the latter is sub- 
divided on the decimal system — than by stating the 
smaller in terms of the larger. To state the franc in 
terms of a pound would be simply impossible (at 
25.22^, one franc is equal to t^^-^L) ; and even if we 
reduce the pound to pence, it is far easier to convert 
francs into sterling, or vice versdy by taking the sove- 
reign as equal to 25.22^ francs than by taking the franc 
as equal to 9f f pence : besides which, the latter 
fraction would be incapable of finer adjustment in 
practice than ^^d, or ^ per cent., while the former can 
be adjusted if need be to ^ centime, which is only y^ 
per cent. 

^ The inconvenience is very noticeable when we compare foreign 
lists together, thus : — 

Berlin quotes Paris and Vienna in reichsmark. 
Paris ,, Berlin and Vienna in francs. 
Vienna ,, Berlin and Paris in florins. 
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On the other hand, it is quite certain that, however 
familiar quotations in foreign money may become to us, 
they never speak to the eye Kke quotations in our own 
money ; and that price movements are far more easily 
and quickly followed if we see them stated in shillings 
and pence, than when they are clothed in strange 
figures. We may calculate with facility in francs or 
florins, but it is in pounds and shillings that we think. 
Notwithstanding this drawback, the fortuitous principle 
of quoting as they quote abroad is so useful, and so 
easily observed, that it is a great pity there should be 
any deviations from it, as there are. The first is Hol- 
land, which we quote in guilders (or Dutch florins) and 
the antiquated stiver,^ although the Dutch themselves, 
since they adopted the decimal system, quote in florins 
and cents, and although bills on Holland are invariably 
drawn in florins and cents. The stiver being equal to 
5 cents, a London quotation of 12.1 corresponds to a 
Dutch quotation of 12.05.2 

Spain is another exception, being given in pence for 
one peso or piastre, which is a purely imaginary unit. 
The monetary system of the country was assimilated to 
that of France, Belgium and Switzerland upwards of 
twenty years ago, and the franc, to which the name of 
peseta was given, adopted as the unit. The peso that 
we quote is their 5-franc piece, or dollar. Until a few 
years back there was some justification for not ac- 

1 The stiver ceased to be a money of account as far back as 1821. 
2 Not 12.5. 
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knowledging the new system, inasmuch as the Spanish 
bankers themselves, especially those in Madrid, seemed 
reluctant to do so ; but it has at last come into general 
use, and Madrid, since the end of 1887, has been quoting 
London in francs and centimes, just as Paris does. It 
is now London's turn to recognize the change. 

Petersburg and New York are also exceptions. The 
former is given on this side in pence for one rouble, and 
on the other in roubles for 10/., and the latter we state 
in pence for one dollar, instead of in dollars to the 
pound, as it undoubtedly ought to be. 

Turning to the list of places ^ that London quotes, we 

^ The places enumerated are supposed to be those carrently dealt 
in on 'Change. Constantinople, Cape Town, Valparaiso, Bucharest, 
and such like, are not quoted, because there are no dealings to reconl. 
Drafts may, of course, be purchased in London on almost evety* town 
of importance in the world ; but business of an exceptional nature 
would be negotiated in the drawer's office, and not, as a rule, on 
'Change. OriginaUy the towns s^pear to have been placed in the 
order of their relative importance, the Dutch rate taking the lead ; 
and the present arrangement is practically the same as that of half 

Course of Exchange. Friday, Dee, 10, 1841. 



Amsterdam 12.4| 4| 

Ditto at sight... 12.2 2^ 

Rotterdam 12.4f 5 

Antwerp 12*4 

Hamburc. 13.10^ lOi 

ParisSM. D.... 25.75 77^ 
Ditto 3 D.St... 25-50 

Marseilles 25.77| 80 

Frankfort 150 ^ 

Petersburg 37f f 

Vienna 9.49 50 



Trieste 9.51 

Madrid 3631 

Cadiz 36| 

Leghorn 30.20 

Genoa 25.77i 

Naples 40j^ 

Palermo 119J 

Messina 120 

Lisbon 52 

Oporto 52J 



53 

25 

80 

i 
120 

1 



a century ago, though now it has lost its meaning. 
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discover other peculiarities, the mauner in which some 
of the exchanges are stated (especially those on Ger- 
many, Italy and Spain), appearing intended to preserve 
the memory of a bygone state of aflfairs. Reference to 
an old Course of Exchange shows that in former days 
Berlin was quoted in thalers, Frankfort in florins, and 
Hamburg in marcs banco — whence the necessity of set- 
ting them forth separately ; but diflferences of currency 
having been long ago abolished, the existing conditions 
would be fully satisfied by a single quotation for " Ger- 
many," or " German Bankplaces." In Italy,^ also, the 
currency of the Republic of Genoa formerly diflfered 
from that of the Kingdom of Naples, and the currency 
of Naples from that of Sicily ; but United Italy knows 
but one currency, and needs but one quotation (which, 
by the way, is all it receives in the exchange lists of 
Paris, Berlin and Vienna). 

The Spanish quotation is still more abnormal. For 
some occult reason, more space is allotted to Spain than 
to France, Germany and Belgium combined ; and one 
would certainly imagine, judging from the Course of 
Exchange, that our business with the Peninsula was of 
the first magnitude. Paris and Berlin, in their lists, 
are able to dispose of the country under " Madrid and 
Barcelona," but London cannot apparently deal with 
it eflfectually under less than nine separate headings ! 

Redundancy is not the only fault, however. The 

1 Curiously enough the list of towns selected to represent Italy 
ignores Rome. 
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London Course of Exchange also possesses the far more 
serious drawback of being almost unintelligible without 
explanation, whereas its meaning throughout ought to 
be obvious to every one. How easily it might be im- 
proved is best seen by comparing it with some of those 
issued abroad, most of which are drawn up so clearly 
that even the retail tradesman has no diflSculty in un- 
derstanding them. The following, for example, is an 
oflScial list as published in Vienna : — 







Gulden Ssterreichischer Wttlirung. 


DEVISEN. 

Amsterdam f. 100 hoi. Quid, vista 

Brtlssel ,,100 Francs „ 

Deutsche Bankpltttze „ 100 Mrk.d.R-W „ 

London „ 10 Pfd. Sterling,, 

Italien. Bankpiatze . „ 100L.nv. it.(Fr.)„ 
Franz. BankpUltze. . „ 100 Francs „ 

Paris ,,100 „ 

Peterebnig ,,100 Rubel 

Rnssische Flfttze . . „ 100 „ „ 
Schweizer Piatze . .„ 100 Francs „ 
Zurich ,,100 „ 


1 


nie- 
drig- 
ster. 


hOch- 
ster. 


heutigw 


Schlussconrs < 
der letrten ' 
MittagsbOrse. 


Cours. 


Geld. 


Waare. 


Geld. 


Waare.' 

1 


3 
3 
4 
4 

3 
6 
6 
4 
4 


97.55 

57.85 
117.70 

46.70 


97.55 

57.90 
117.75 

46!72-6 


97.50 

57.82-6 
117.70 
45.45 

46.67 -5 

46!52-6 
46.52-6 


97.60 

67.'90 
118.— 
45.55 

46!75 

46.*57-6 
46.57-8 


97.40 

57.'80 
117.60 
45.45 

46.65 

46.52-6 
46.52-6 


97.50 

67V90 
117.95 
45.55 

46.70 

46.57-6 
46.57-6 

1 



Taking the London quotation, we are told that the 
price is expressed in florins of Austrian currency, that 
it is for 101. sterling at sight, and that Bank-rate in 
London stands at 4 %. Then follow the lowest and the 
highest rates at which business was done, the closing 
quotations (Geld = money, or buyers ; Waare = goods, or 
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sellers), and the closing quotations of the last midday 
exchange. 

Frankfort also takes care to supply every particular 
that can possibly be needed : — 

WECHSEL. 









In Relchsmark. 








Kurze Sicht. 


2^3 Monate. 




Amsterdam . . . . 


fl. 100 


168.90 bez. 


168.90 B. 168.50 G. 


8% 


Antwp. BrUssel . . 


Fr. 100 


80.70 bez. 


— 


3% 


Italien 


Lire 100 


79.40 k 45 bez. 


— 


6% 


London 


Lstr. 1 


20.450 A 455 bez. 


20.525 B. 20.485 G. 


5% 


Madrid 


P8.100 


— . 


— 


5% 


NewYork(3Tage8.: 


D. 100 


— 






Paris . . . . . . . 


Pr. 100 


80.80 k 85 bez. 


80.80 B. 80.00 G. 


3% 


Schwz. BkpUltzc . . 


Ft. 100 


80.525 bez. 


— 


ax 


St. Petersburg . . . 


8. R. 100 


— 


— - 


6% 


Triest 


O.fl.100 


— 


— 




Wien 


O.fl. 100 


178.15 bez. 


— 


4% 


Do 


m. S 


~— 







Reichsbank-Disconto 4%. 
Frankftirter Bank-Disconto 4%. 



Here the exact meaning of the price is stated (e, g. 
Italy is in Reichsmark for 100 lire ; London in Reichs- 
mark for 11.) , the discount-rate on the other side is given, 
and the quotations are distinguished as " business done " 
(bez. = bezahlt = paid), or buyers (G. = Geld = money) 
and sellers (B. = Brief = paper). 

In the all-important requisites of clearness and con- 
ciseness, the superiority of both these lists over the 
London production is strikingly apparent, and English 
traders would certainly be justified in asking that the 
Course of Exchange be at least rendered self-explana- 
tory and be cut down to more reasonable proportions. 
The following is put forward as a suggestion : — 
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COURSE OF EXCHANGE. 
Bank Rate, 4 %. London, 

Market Rate, 2^ %. 8^^ Vece^nber, 189L 



Place. 


i 
Cheque. 


Short. 


3 Ms. 


In. 

terest. 


Belgium (francs for 1 £) 25.25 


... 25.474 


3 % 


Calcutta (pence , 
Christiania (kronors , 


, 1 rupee) i 16g 






, 1£) 


'.'.'. ' 18.44 


5'% 


Copenhagen (kronors , 


, 1£) 




18.42 


V6 


France (francs , 


, 1£) . ... 


25.25 


25.41J 


3 % 


Germany (marks , 


, 1 £) 20.33 


20.35 


20.53 


4 % 


Holland (guilders , 
Italy (lire , 


, 1£) 


12.10 


12.20 


3 % 


, 1£) 




26.15 


5i% 


Lisbon (pence , 
New York (dollars , 


, 1 milreis) 




41 


6 % 


, 1 £) 4.85 








Paris (francs , 


, 1£) 25.22i 








Petersburg (roubles , 


, 1£) 




l6.55 5i% 


Spain (pesetas , 


, 1£) 




28.75 4 % 


Stockholm (kronors , 


, l£) 




18.44 


... 


Switzerland (francs , 


, 1£) 1 ... 




25.55 




Vienna (florins , 


, i£) ; ... 




11.95 


5% 



It will be observed that the Dutch, American, 
Russian and Spanish quotations have been altered in 
order to assimilate with the manner of stating the price 
on the other side, that the foreign bank-rate is placed 
by the side of the long exchange, that two or three use- 
ful cheque-quotations have been added, and that the 
supposed middle-price is stated throughout instead of 
giving the upper and lower limits. Whether the last- 
mentioned feature would coimt as an improvement or 
otherwise is a matter of opinion, but it can hardly be 
disputed that the other alterations would be a distinct 
gain. 
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IX 

THE TERMINOLOGY OF THE EXCHANGES 

Unless care be exercised, the technical language of the exchanges 
may prove misleading. — Significance of "rise" and "fall," 
** high" and ** low," when applied to rates expressed in foreign 
money. — ** Premium" and "discount." — " For us " and " against 
us." — " Favourable " and " unfavourable." — What business men 
mean when they describe a rate of exchange as favourable. — ^A 
useful rule of thumb. 

Until use and a practical acquaintance with the 
handling of the exchanges have rendered their distinc- 
tive peculiarities somewhat familiar, it is very necessary, 
in all cases where rates expressed in foreign money are 
concerned, that care be exercised to comprehend aright 
the import of their movements ; for as " rise and fall," 
"high and Ipw," signify in this connection just the 
converse of their ordinary meaning, and as the mind 
does not usually adapt itself without effort to the 
reversal of accustomed notions, these and similar 
expressions prove a constant pitfall to the unwary. 

A " rise," for example, of the Italian exchange means 
that more lire and centesimi must be given for the 
pound sterling. Consequently it is equivalent • to a 
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decline in the value of Italian currency, and is therefore 
against Italy. A " fall " of the rate, on the other hand, 
would betoken improvement. 

Again, the higher a broker buys and the lower he 
sells, the better for his client ; and if buyer and seller 
agree to come to terms by splitting the diflference, the 
former lowers his oflfer and the latter raises it. Also, 
if sellers are urgent and press their bills for sale, the 
rate rises; while if remittances are in great demand, 
the rate falls. 

Though all this is simplicity itself, and though in 
practice its novelty rapidly wears off, it undoubtedly 
affords the novice every opportunity to blunder, and 
little apology is therefore needed for the introduction 
of a short maxim : 

''Buy high, sell low; the better the bill, the lower tlie 
ratel' which may on occasion turn out to be a friend 
in need, and is well worth retaining in the comer of 
one's memory. 

Another point that needs attention is the manner in 
which a rise or fell is described. If we read that a 
certain rate is a fraction higher, or that it has risen a 
point, no doubt can exist as to the writer's meaning ; 
but when the City Editor teUs us that the New York 
exchange has improved a little, or that the Paris cheque 
Tate is a trifle better, the information is liable to cause 
misapprehension owing to its ambiguity, and such 
terms are better avoided. A rise in the price of 
cheques on Paris is better for the English debtor, it is 
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true ; but for the English creditor, who has to draw on 
Paris, it is worse. From the point of view of the 
money-market the rise is good ; but from the point of 
view of the individual it is good or bad according as he 
is a buyer of bills or a seller, according as he has to 
remit to Paris or to draw. 

The terms " premium " and " discount " have also 
been discarded in practice. It is quite correct to speak 
of a sterling exchange, such as that of Portugal or 
Brazil, being at a discount when below par ; but if we 
attempt to apply either of these definitions to a rate 
in foreign money, we are met with the incongruity 
of having to associate " premium " with a fall, and 
" discount " with a rise of the exchange. The par with 
Italy, for instance, is 25.22, and when the exchange is 
at 25.72 J the lira is at 2% discount; but it would 
sound irrational to say that the rate had gone up to 
2% discoimt. "Premium" and "discount" are best 
confined to those cases — such as England and AustraUa, 
France and Belgium, New York and San Francisco, &c. 
— ^in which the two places concerned possess the same 
currency. Thus, Melbourne can quote London at 100 
to 101, or it can with perfect propriety state the price 
"as par to 1% premium." 

Lastly, we find the exchanges designated as being "for" 
or "against" us, as "favourable" or "unfavourable." 
Usually, this description is only applied to the chief 
gold exchanges, to those, namely, of New York, Berlin 
and Paris, and all it means is that the rates spoken of 
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are either over par (favourable) or under par (un- 
favourable), that is to say, tending either to the import 
or to the export gold-point. Harmless as it looks, 
however, the practice of so styling them is unsparingly 
denounced by political economists, who affect to see in 
it proof positive that business men are still firm 
believers in the economic heresy known as the Mer- 
cantile Theory.^ As a matter of fact, the Mercantile 
Theory has no more to do with the question than the 
Binomial Theorem. There are perfectly good and 
simple grounds for regarding a high exchange as 
advantageous to business interests, and a low exchange 
as disadvantageous. Rightly or wrongly, cheap money, 
or a low charge for the loan of capital, is assumed to be 
better for trade than dear money, because trade is 
largely conducted on borrowed capital. It greases the 
wheels of industry, so to say. Now cheap money means 
a low bank-rate, a low bank-rate goes hand-in-hand 
with a strong Reserve, and the strength of the Reserve 
is dependent to a great extent on the course of the 

^ ** Falser and more misleading expressions cannot be conceived 
than the terms favourable and unfavourable exchanges. They sur- 
vive still the memorable refutation of their untruth by Adam Smith ; 
they involve ignorance of the very nature of all trade ; they efface 
the living fact that men buy of foreign countries to procure goods 
for use and consumption, that all trade is only an exchange of goods. 
This language is profoundly unconscious that gold is a mere tool. 
It teaches that gold, or coin, or money is an end, a good thing for 
its own sake, an article worth giving one's wealth to obtain. It is 
saturated with the Mercantile Theory, so utterly in vain has Adam 
Smith written. . . . The value set on favourable exchanges is the 
greatest intellectual and literary wonder of our age." — Currency mid 
Banking^ by Bonamy Price. 
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exchanges. If New York, for instance, is drawing gold 
from us, thus weakening the Reserve and forcing the 
Bank to put up its rate in self-defence, a rise of the 
New York exchange will put a stop to the export, and, 
what is more, if the rise continues up to a certain point, 
the gold will begin to flow back again. As a conse- 
quence, the Reserve will recover strength, bank-rate 
will fall, and traders will again be able to discount their 
customei-s* acceptances at a moderate charge. This, 
and nothing more, is the reason for regarding a high ex- 
change as favourable and a low exchange as unfavourable, 
and it is diflScult to see in what respect it is tainted 
with the false reasoning of the Mercantile Theory. 

It is well to bear in mind that, so far as exchanges 
in foreign money are concerned. 

High rates are for us, and Imo orates against ns. 
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THE ARITHMETIC OF THE EXCHANGES 



Conversion of foreign money into sterling and vice versa. — Premium 
and discount. — Chain Rule. — Interest calculations. — " Tel quel " 
rates, what they are, and how to construct them. 

The greater part of the calculations that require to 
be made in connection with the traffic in foreign bills 
consist merely of reductions from foreign money into 
sterling, or vice versd, and are of so simple a nature as 
scarcely to call for remark. It may be well, however, 
to direct attention to the time-saving methods adopted 
in actual practice by experienced calculators. 

1. Let it be required to find the sterling equivalent 
of Fes. 18914.75 @ 25.37^. 

How KOT TO DO IT. 



253726 ) 189147500 ( 745 

1776075^ 

1154000 

1014900 

1391000 

12 68625 

122375 

20 

2447500 ( 9 

2283525 

163975 

12 

1967700 ( 7 
1776075 
191625 

4 

766500 ( 3 
761175 
5325 



= £745 



ABBREVI4TJED METHOD. 

S0.8TS5 1891470 

10,1,4,9 7565900 ( 745*482 

46160 

55640 

4895 

835 

23 

= £745 9 8 
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2. Convert into sterling 1000 Dutch florins and 75 
cents @ 12.3f. 

3.625 stivers = 18.125 cents. 

9,7,4,5 800600 ( 82.155 
21000 
1510 
536 = iB82 3 1 
49 

3. Convert 4975/. 145. 9rf. into Austrian florins @ 
11.92^. 

How NOT TO DO IT. | ABBREVIATED METnOD. 



11-925 

4975 

59625 
83475 
107825 
47700 



59326-875 




5-962 = 


10«. 


2-385 = 


4x. 


•298 = 


6d. 


•149 = 


3d. 


50835*669 





4975*7375 
52911 




As it would occupy too much space to explain in 
detail the successive steps in the abbreviated processes, 
the student is referred for particulars to Brook-Smith's 
Arithmetic ^ (Macmillan & Co.). 

Problems in which the question of a premium or 
discount are involved also occasionally -come forward 
for solution. 

^ § 87, Criteria of Divisibility. 
§ 51 and 153, Contracted Division. 
§ 152, Contracted Multiplication. 

§ 274 and 275, Reduction of shillings and pence to the decimal of 
a pound, and the converse. 
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4. If the gold premium in Buenos Ayres is at 275, 
what discount does the paper dollar stand at ? 

When gold is at par, 100 $ paper =100 gold. 
„ lOprem., 110$ „ = 100 „ 

275prem., 375$ „ = 100 „ 



If $375 paper = $100 gold, $1 paper = ^ gold, 

and the paper dollar therefore stands at f ff , or 73 J % discount. 

In exchange computations of a more advanced char- 
acter a knowledge of Chain Rule is essential. This is 
the arithmetical operation which, by means of a chain 
of intermediate relationships, establishes a comparison 
between two quantities not directly related. If we 
wish, for instance, to ascertain the value in French 
money of 80 reichsmark we must first seek some 
intermediate link of connection between the French 
and German currencies. Finding this in the fact that 
25.22 francs or 20.43 marks are each equal to 1/., we 
draw up the following equation : — 

? francs = 80 marks 
if marks 20.43 = 1 pound 
and pound 1 = 25.22 francs 

and on dividing the product of the quantities on the 
right-hand side by the product of those on the left, thus : 

80X 1x25-22^ 
20-43 X 1 
obtain the result that (on the basis of the specie-pars 
with London) 98.76 francs are equal to 80 marks. 

The utility of the method is better appreciated, 
however, in cases where the quantities to be compared 
are less nearly related than in the above instance, and 
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where, consequently, the intermediate links are more 
numej^ous. 

5. If 934 J sovereigns are contained in twenty pounds 
troy of standard gold, \h fine, and if 155 twenty-franc 
pieces are coined from one kilogramme of gold, j'^r 
fine (the kilogramme being equal to 2*679227 pounds 
troy), find the value of 100 francs. 

? pounds = 100 francs. 

.3100 = 1 Kg. gold ^% fine. 

10 = 9 Kg. fine. 

1 = 2-679227 lbs. fine. 

11 = 12standaixl. 

20 = 934J pounds sterling. 

£9. reqd. - 100 x 9 x 2679227 x 12 x 9.34-5 _ 4.q.cmu _ 4»q lo oi 
3100 x llTxTr^ 20 A,J 9b4 _ 1^ 19 .^ 

As a guide to drawing up the equation, which is the 
only difficulty, it should be noted that : 

1, the first link in the chain states the question ; 

2, the chain must begin and end with factors of the 

same denomination ; 

3, the first factor of every link must be of the same 

denomination as the second factor of the jire- 

ceding link. 
Care must also be taken when comparing prices or list- 
quotations, &c., to see that the time element (or what 
business men call the "value" of the item) agrees; 
that is to say, if a three-months quotation in one country 
is compared with the cheque-rate of another, or a price 
" for cash " with a price " per settling day," the differ- 
ence of interest must either be added to the one or 
deducted from the other. 
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On reference to the Course of Exchange it will be 
observed that, with the single exception of Calcutta, 
which is quoted at 30 days sight, the long price applies 
in every instance to three-months paper (meaning 
of course not necessarily bills drawn at that currency, 
but bills which have three months to run fi^om the 
date of sale) ; but as nine bills, out of ten either exceed 
or fall short of three months, almost every transaction 
involves a charge or an allowance for interest. If the 
term exceeds the usance, it is usual to make an allow- 
ance to the buyer at a rate somewhat in excess of the 
foreign bank-rsite:^ and frequently it is necessary to 
make some concession in the price as well, as such bills 
are not considered negotiable. On the other hand, 
if the bill is under three months — an extremely common 
case — the deficiency is charged to the buyer at about 
the foreign marJcet-rsite. There are two ways of treating 
the difference of interest. The simpler and more usual 
method is to charge the bill at the three-months rate, 
and to reckon the interest separately, thus : 

Over Three Months. 
(Say from 19th January.) 
Lit. 3000 30 April, Rome. Lit. 3000 30 April, Rome. 

@ 26-20 £114 10 1 or, 4*52, less 11 days @ 5%. 

tess 11 days @ 5% 3_6 ^.^ "^^Ss^® 26-20=£114 6 7 ^ 

£114 6 7 

^ Because the discount charge on the other side is generally higher 
on bills over three months. 

^ On a single bill it is immaterial whether the interest be computed 
in foreign money or in sterling ; but if two or more of diflferent 
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Under Three Months. 

(Say from 19th January.) 

Lit. 3000 19 March, Rome. Lit. 3000 19 March, Rome. 

@. 26 15 = £114 14 6 or, 10-20 + 31 days @. 4%, 

+ 31 days (a) 4 % 1 10 ^^ 3010^20"^, 26-15= £115 2 4 

£115 2 4 

But in some cases the system is adopted of increasing 
or diminishing the price by the amount of the difference 

maturities are sold together, the interest must be calculated in foreign 
money by the system of " numbers" or ** products," in this way : — 

London, 19th January. 
M 9850-— 15 March. Berlin 

„ 11270-- 23 „ 
„ 12140-40 5 April. 
„ 10209^5 10 „ 

43469^55 9109 / ^J_ . 

87-35 + Int. @ 3i % \ 365 " **^ "^'^- ) 

43556-90 @ 20-53 £ 



35 


3447 


27 


3043 


14 


1700 


9 


919 



The sum is multiplied by the number of days (to or from 19 April — 
three months from 19 January), and the product, after ciUtiiig of the 
two right-hand figures, is noted down. The products are then added 
together, and the result on being multiplied by the rate per cent. (3J), 
and divided by 365, gives the required amount of interest. Or, instead 
of multiplying by the rate per cent, and dividing by 365, we may 
multiply by double the rate and divide by 730, the advantage of this 
method being that division by 730 can be easily and quickly effected, 
by what is known as the ** third, tenth and tenth " rule, thus : — 

9109 

7 





63763 


add one third, 


21254 


,, one tenth. 


2125 


„ one tenth. 


212 



add together and mark off three places of decimals 87 '354 
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of interest; in other words, instead of adjusting the 
principal and allowing the price to stand, you adjust 
the price and allow the principal to stand. Treating 
the bill above-noted (Lit. 3000, per 19 March) in this 
manner we would say — 

1 month at 4 per cent. p. a. = J per cent, /or 4 % dn 26*15= 104 cents. \ 
J per cent, on 26*15= -OSf ^ V iV of 104=8J „ / 

2615— -081= 26 -064 

Lit. 3000 per 19 March, Rome. 

@26*06Jt.q.=£115 2 2 

A rate constructed to correspond to the tenn of the 
biU is technically designated " tale quale " or " tel quel," 
meaning that it applies to the biU "such as it is," or 
that the price is net, "Tel quel" rates are mostly 
met with in the case of bills drawn in sterling,^ and 
made payable at the endorsed rate of exchange. 

When a number of "tel quel" prices have to be 
computed it is generally advisable (in the case of bills 
on France, Italy, &c.) to ascertain how many days' 
interest at the given rate amounts to l^c.,^ and to use 
this number as a divisor. For instance, let us suppose 
that " tel quel " prices are required for bills per 8 March, 
19 March, and 11 April, all on the basis of 26*15 for 

^ Strictly speaking, J % of 26*15 is 8 J, but the rates of exchange on 
France, Belgium, Switzerland and Italy move by steps of 1 Jc. or ^ per 
mille (from 26-10 to 11 J, from llj to 12 J, from 12^ to ISf, and so on), 
except in the case of cheques on Paris, which advance by centimes, or 
even by half-centimes. Germany moves 1 pfennig at a time, which 
is again \ per mille. 

^ See next chapter. 
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three-months paper (per 19 April) with 4% interest; 
it is best to proceed aa follows : — 

365 d. interest on 2615 at 4 % is 104c. 
36 d. „ „ 10c. 

44 d. „ „ lie 

8 March is 42 days short ; 42 divided by 4J gives 9 (nearest) ; 9 times 
IJ c. is lljc, and the appropriate exchange is therefore 
2615 less lli=26 03i. 

19 March is 31 days short ; |! = 7 ; IJ x 7 = 8J ; 2615-8i = 26-06i. 
4a 

11 April is 8 „ -? = 2; ljx2=24; 2615-2i = 26-12i. 

6. State the t. q. rate (to the nearest ^ of a stiver) 
for a bill on Amsterdam at 2| months, the 3 months 
exchange being 12'3f and interest 2 J per cent, per 
annmn. 

Here it is best to begin by reducing the exchange to 
eighths of stivers : — 

12-3f = 1949 eighths of stivers, 

and then to continue thus : — 

2J% on 1949 = 48 J (interest for 1 year). 
48^ -7- 24 = 2 (interest for ^ month). 
12-3J— ^ = 12-3it.q. 

7. Find the t. q. rate (to the nearest ^^ of a penny) 
for a bill on Petersburg at 4 months, taking the 3 
months exchange at 23i d., and interest at 5J per cent, 
per annum. 
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Again it is best to begin by reducing the exchange : — 

23^ d. = 744 thirty-seconds of a penny. 
5^% on 744 = 41 (interest for 1 year). 
41 ^ 12 = 3 (interest for 1 month). 
231 — A = 23^^ t. q. 

I{.B, — A bill at 2^ months on Amsterdam is better 
than a bill at 3 months ; and (as the price is in foreign 
money) " the better the bill, the lower the rate." There- 
fore the interest difference must come off the rate. 

On the other hand, a bill on Petersburg at 4 months 
is not so good as one at 3 months, and must be charged 
at a lower price ; but, in this case, the price is in ster- 
ling, and the interest difference must therefore again 
come off the rate. 
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XI 

FOREIGN BILLS IN THE HOME CURRENCY 

A peculiar custom. — Advantage of drawing in sterling. — Why the 
exchange is fixed in London. — If a sterling bill has less than 
three months to run, how should it be endorsed ? 

There has long prevailed a remarkable usage among 
English traders of drawing on their foreign customers 
in pounds sterling (instead of in the currency in which 
the bill will be paid), and of making their drafts pay- 
able at a rate of exchange to be endorsed in London : — 

" Manchester, 18th January, 1892. £350 14s. 2rf. 

Three months after date pay this First of 
Exchange (second unpaid) to the order of Messrs. E. 
F. & Co., the sum of three hundred and fifty pounds, 
fourteen shillings and twopence, at the rate of exchange 
as per first London endoi^senunt, value of the same, and 
charge to account as advised. 

To Messrs. C. D. & Co., A. B. & Co." 

Venice. 

The pi-actice is quite peculiar to this country, as one 
never sees a bill drawn on London in dollars or marks, 



Digitized by VjOOQIC 



XI FOREIGN BILLS IN THE HOME CURBENCY 65 

&c., and expressed as payable at a rate to be fixed by 
endorsement in New York or Berlin, &c. 

Such drafts are not, as a rule, of very large amount, 
and probably arise out of transactions which it has been 
agreed to settle " to a point." The advantage they pre- 
sent to the drawer over a bill in foreign money is that he 
is thus enabled to encash the exact amount of his invoice, 
and has neither the trouble of quoting prices in other 
currencies, nor the risk of a loss in the exchange.^ If he 
drew up his price-lists in foreign money his quotations 
would have either to include a margin (in some cases 
a large one) for fluctuations in rates, or to undergo 
continual revision ; but by quoting and drawing in 
pounds and shillings he shifts the speculative part of 
the bargain on to the shoulders of the buyer, and, if 
the latter can see his way to make a profit on the 
exchange, is quite willing to let him make it. 

The object of making the bill payable at the endorsed 
rate is to ensure that the exchange shall be fixed im- 
partially. If it were remitted abroad as a sterling bill, 

^ The custom originated in tha desire on the part of the drawer to 
protect himself from the effect of fluctuations which he could neither 
foresee nor measure. We thus find the Economist giving British 
traders the following advice in 1854: — "From the moment that 
Russia adopts this step (issue of inccmvertible notes just previous 
to Crimean War), foreign merchants having transactions with 
Russian subjects should invariably conduct their business in the 
denomination of the currency of their own coimtry in place of that 
of Russia, and stipulate to be paid in bills upon London, Paris or 
Hamburg, computed accordingly. No matter then how low the 
exchange may fall in Russia, the debtor must provide whatever 
number of roubles is required to purchase a bill for the necessary 
amount expressed in the stipulated currency." 

F 
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the onus of determiniug the rate would be cast upon 
the banker who presented it ; and it is more than likely 
that in so doing he would find himself at loggerheads 
with the acceptor. The London banker who signs the 
endorsement is therefore, as it were, constituted umpire, 
and is expected to " see fair " between the conflicting 
interests : though there is reason to doubt whether 
he himself acknowledges any obligation on that score. 

When the bill is sold, the rate at which it must be 
paid is specified in the endorsement : 

" Pay G. H. and Co., or Order, 
at the exchange of 26 lire and 
15 centesimi for £1 sterling,*' 

and the conversion into foreign currency is effected by 
the buyer, who writes the rate and the new amount on 
the face of the bill, just above the figures of the sterhng 
amount (thus, if the draft is for 100/. he inserts on the j 

upper margin, 

"@2615 = Lit. 2615^ ")> 

and treats it thereafter exactly as though it had origin- 
ally been drawn in foreign money. In order that the 
drawee may verify the exchange, as well as know what 
sum he will be called upon to pay, it is necessary 
that he should be advised of the rate at which the 
bill has been negotiated, and this duty devolves upon 
the drawer. 
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If a bill of this description should be sent up for 
negotiation which has less than three months to run, 
there should always be a distinct understanding as to 
whether the difference of interest belongs to the drawer 
or to the drawee, for, unless instructions are givai to 
the contrary, the bill in such a case will be endorsed at 
the " tel quel " rate, and the acceptor thus gain a differ- 
ence to which he may not be entitled. For instance, 
supposing a merchant in Manchester has sold goods to 
the amount of 600/. against a three-months bill, but 
that, owing to some oversight, a fortnight is allowed to 
elapse before he gives the bill to his banker: if no 
remark be made, it will be endorsed and sold in London 
at the " tel quel " exchange, which, on the basis of Lit. 
26*15 and 4 per cent, for three-months paper, will be 
Lit. 26*11^, so that the acceptor will gain a fortnight's 
interest and the drawer lose it, — ^that is to say, the ac- 
ceptor will pay only Lit. 15667*50, instead of Lit. 15690, 
and the drawer will receive only 600/. instead of 
600/. plus interest. The proper thing for the drawer 
to have done under the circumstances was to give 
instructions that the bill should be endorsed at the 
full three-months rate,^ and that he should be credited 
with the difference. The broker would then have 



^ As it was his fault that the biU was not negotiated a fortnight 
ago he would have to bear the loss, if the rate had gone up, of the 
difference between the exchange as now and the exchange as it was 
then. 



Digitized by VjOOQIC 



68 THE A B C OF THE FOREIGN EXCHANGES xi 

endorsed it at 26*15, and have charged it to the buyer 
as follows : — 

£600 at 2i months (@ 26-15 = Lit. 15690) 
1 Interest ^ month at 4% 

£601 

so that the drawer would get the 11. that belonged to 
him. 

Though of technical importance, the point is not of 
general interest, and will be best appreciated by those 
who are in the habit of drawing such bills. 
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XII 

THE LONG EXCHANGE 

What is the long exchange ? — Interest. — Bill-stamp. — The question of 
credit. — Why interest is taken at the foreign rate. — The allowance 
for interest varies with the class of paper, because the discount- 
charge on the other side also varies. — Long and short rates from 
the foreign standpoint. — Arbitrage business and its influence on 
rates. — A practical illustration. — The sight-exchange between 
two countries cannot be rising on one side while falling on the 
other. 

Our next step will be to examine, as far as we are 
able, into the causes that produce fluctuations of the 
exchanges ; but as these causes differ iij their incidence, 
some affecting the exchange as a whole, whether ex- 
pressed as the rate for cheques, for short bills, or for 
long bills, while others act upon the time rates only, it 
will be conducive to clearness if we first deal with the 
long rate of exchange, asking what it is, what its com- 
ponent parts are, and under what circumstances it is 
liable to vary independently of the sight-rate. 

The long exchange is the price of a bill payable a 
certain length of time — in most cases three months — 
after the day of purchase. If therefore a merchant 
should* give 100/. on the 21st January for a bill, he will 
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have to Ke out of his money until the 21st April, and, 
if money is worth 4 per cent, per annum, he will be 
entitled on that date to receive the equivalent of 101/. 
Interest, consequently, is the first and principal con- 
stituent of the long, as distinguished from the sight, 
exchange. 

In the next place, the foreign bill-stamp must be 
considered. On a cheque it is too small to be worth 
mentioning ; but on the bill he will have to pay at least 
one-half per mille, which is the usual tariff abroad, and 
this he of course takes into account. 

Lastly, there is the question of credit. A bill, after 
all, is only a joint promise to pay ; and the promise may 
not be kept. Its value rests on the joint security of 
drawer and acceptor ; but, though he knows the drawer 
well enough, the name of the acceptor may be strange 
to him. He may feel sure that the drawer is quite 
good for the amount at present, and that if it were 
only a question of buying a sight-draft the risk would 
be nil ; but between this and April the failure of a bank, 
or a crisis somewhere abroad, or any one out of half-a- 
dozen other contingencies, may bring him to the ground, 
and then all that the buyer would have to represent his 
money, would be the promise-to-pay of an unknown 
house in a foreign country. Practically, the risk may 
amount to very little, but nevertheless, there it is, and 
why should he incur it for nothing ? Whatever he may 
assess it at in his own mind, that much the less is he 
willing to give for a bill as compared with a cheque. 
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The long-rate, then, may be defined as : 
= sight-rate 

+ three months' interest at the foreign rate 
+ foreign bill-stamp 
+ some allowance for contingencies. 
Let it be the long-rate on Paris that he wishes to 
arrive at, the cheque-rate being 25.28f, and interest 
3%, then 

a; = 25.28f -h -19 + 'OH + ? 
= 25.49| -I- ? : and if he takes the consideration for 

risk at the odd | c, 
= 25.50 

Having bought a bill for Fes. 25 50, for Vv'hich he pays 
100/. down, he sends it to his business connection in 
Paris for the credit of his account, and as one of the 
conditions of the account is that the balance of interest 
to debit shall be charged at one-half per cent, over 
bank-rate, it is to his advantage to have the bill 
credited at once under discount, and he accordingly 
gives instructions to that efifect. By return he receives 
the following credit-note : — 

Fcs.2550.— per 21 April, Paris. 

19.12^, 3 mos. discount @ 3% 
20.621^ 1.50 stamp 

Fcs.2529.37i, 
which comes out a trifle better than if he had bought 
a cheque, but, on the other hand, leaves him under 
liability on his endorsement for three months to come. 

The statement explains why he took the interest at 
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three per cent, in his calculation. It was because 
three per cent, is the bank-rate in Paris, and is what 
he has to pay when he discounts the bill. If he re- 
frains from discounting he will have to pay his cor- 
respondent 3 J per cent., but that, of course, has nothing 
to do with the seller of the bill, who would decidedly 
object to allow more than the Paris bank-rate. The 
point to be noticed, however, is that only the rate on 
the other side must be regarded, and not the rate on 
this, which is beside the question. 

The foregoing is supposed to be ordinary commercial 
paper, which discounts at bank-rate ; but if the transac- 
tion had been on a larger scale, and if the merchant, 
instead of bu)dng trade-bills, had laid out 1000/. in 
first-class bank-paper, he would expect to be credited 
for it at the best market-rate, say 2 J%, thus : — 

Fcs.25500.— per 21 April, Paris. 

159.37J, 3 mos. discount @ 2J% 
172.37^ 13.— stamp 

rcs.25327.62J 

This gives a net exchange of 25.32 J, and it is not to be 
supposed for a moment that the seller will make him 
a present of the difiference. Being well aware that a 
bank-bill will discount at 2J per cent., the seller holds 
out for a correspondingly better price, and the com- 
petition of other buyers forces the merchant to give, 
say, 25.46J, which brings the net cost to about 25.29. 
The allowance for interest in the long exchange is 
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based, therefore, on the foreign bank-rate in the case 
of commercial paper, and on market-rate, or there- 
abouts, in the case of bank-paper. If bank-rate changes, 
or is expected to change, the long-rate changes ; so 
that, even if the sight-exchange remained permanently 
fixed, the three-months rate would rise or fall with 
every alteration of interest. 

As to the other variable element, the allowance for 
contingencies, the only rule that can be laid down is 
that it varies inversely with the quality of the bill, being 
low on good and high on inferior-class paper. The list- 
quotation only appUes, of course, to sound bills, so that 
this constituent is hardly noticeable. In individual cases 
it crops up occasionally — a merchant who is known to 
have met with losses experiencing diflBculty in selling 
his long paper except at a reduced price — ^but in the 
long exchange on a country as a whole its influence is 
rarely perceptible. Now and again, however, instances 
are met with ; for whenever credit is disturbed at a 
business centre, merchants in other countries give the 
preference to short, rather than long, paper in order to 
minimize the risk, and the price of the latter gives way. 

Having seen how the long exchange is put together 
from the London point of view, let us now imagine 
ourselves on the Continent, regarding it, we wiU sup- 
pose, from the standpoint of a merchant in Italy who 
has to remit to London. The longer the biU, the less 
he will give for it. For a pound due at once he pays 
perhaps 25.80, but for a pound due in three months 
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he will only give 25.80, less three months* interest. 
Instead, therefore, of adding interest and stamps to 
the sight-rate, he deducts them ; so that the long-rate, 
whenever the exchange is expressed in the currency of 
the country that draws the bill, is lower than the sight- 
rate. This double aspect of the long-rate — higher 
than the sight-exchange if viewed from the one side, 
and lower than the sight-exchange if viewed from the 
other — may be illustrated by a practical example, 
which will also serve to show how the quotations in 
the Course of Exchange are arrived at. A foreign 
banker in London, let us suppose, has opened an ar- 
bitrage account with a correspondent in Italy, and does 
business with him on the profit-sharing principle. On 
the Tuesday or the Thursday morning he receives a 
telegram stating the price at which the latter can buy 
ordinary. three-months trade bills on London, and the 
rate at which he can discount similar paper on Italian 
bank-places. The message runs, " 2560 5," on which 
basis the banker proceeds to calculate as follows : — 

25.60 = 3 months London in Italy, i 

add 19:^ 3 months' discount in London at 3% 
„ 2 London bill-stamp |%^, and loss of 

3 days' grace. 



25.81^ = Sight-rate. 

32J 3 months' discount in Italy at 5% 
If Italian bill-stamp f %^ 
1^ Postages and telegrams. 

26,16f = 3 months Italy in London, 
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and finds that long bills on Italy should cost about 
26.16f, brokerage extra. Then he goes on *Change to 
see what he can do. If the price stands anywhere 
between 26.14 and 26.19 he may think it hardly worth 
while operating, and do nothing. But bills, being 
plentiful, may be ofifered at 26.20, in which case he is 
tempted to buy ; or, being scarce, he may be able to 
dispose of a cheque at 25.77^, in which case he draws 
on his correspondent and sells. Take the former case, 
and say he buys a thousand pounds* worth. After 
'Change is over he wires his correspondent, " Bought 
1000," and the same evening sends him a bill for 
Lit.26200 at three months. The latter, on his part, at 
once buys and dispatches a parcel of bills amounting, we 
will say, to 1008Z. 2s, 2d,, on London, which at 25.60 
cost him Lit.25807.55. Two or three days afterwards 
the following statements are exchanged : — 

A, B, & Co,, London, Crs, 

L.26200.— 3 months, Italy. 

327-50 3 months' discount @ 5%. 
343.70 16-20 stamp. 
L.25856.30 (against a debit of L.25807.55). 

G.D,& Go,, Italy, Grs, 

£1008 2 2 3 months, London. 

7 112 3 months' discount @ 3%. 
8 2 2 11 stamp. 

£1000 (against a debit of £1000). 



Digitized by VjOOQIC 



76 THE A B C OF THE FOREIGN EXCHANGES xn 

It is seen that on this side the transaction balances, 
but that on the other the joint account shows a profit 
of about 50 lire, or nearly 1 per mille each. 

This is an instance of arbitrage business, which plays 
a very important part in the economy of the exchanges, 
for it not only acts as a leveller of the dififerences that 
may arise on either side, but, like the fly-wheel of an 
engine, converts what would otherwise be a series of 
jerky movements into a steady and gradual rise or fall. 

Before passing on, look again at the two long-rates, 
and notice that long London, plus our stamp and 
interest, gives sight-rate, and that sight-rate, plus the 
Italian stamp and interest, gives long Italy. The sight- 
exchange must always be the same, or practically the 
same, on both sides ; and cheques on Italy cannot be in 
demand and rising in value in London at the same 
time that cheques on London are demanded and rising 
in Italy. In other words, the sight-exchange between 
two countries cannot be rising on one side and falling 
on the other.i 

Paper on London rises in Italy, or in Paris, or in 
Berlin, &c., when paper in these places falls in value in 
London, vice versd, 

^ Unless each quotes in its own currency. London quotes New- 
York in pence, and New York quotes London in dollars ; consequently 
if the sight-rate expressed in dollars to the pound is falling, the 
sight-rate expressed in pence to the dollar must simultaneously be 
rising. 



Digitized by VjOOQIC 



XIII 

FLUCTUATIONS OF THE EXCHANGES 

Why people pay more, or take less, for a bill than its face- value. — 
The rate is affected only by those transactions which have to be 
settled. — The supply of bills on London versus the demand. — The 
influence on the exchange of ordinary trade. — Of Stock Exchange 
business. — Of foreign loans, and the interest on them. — Of mer- 
cantile credits. — Of travellers' credits. — Of blank credits. — Of 
arbitrage and speculative transactions. 

We now approach the mam question, namely, the 
determination of those influences which produce fluc- 
tuations in the sight-exchange, and, consequently, in 
the exchange as a whole, for, as long-rate is based upon 
sight-rate, whatever affiects the latter, must necessarily 
aflect the former also. 

People say that the worth of a thing is what it will 
bring : so, if a cheque for Fcs.10,000 will bring more 
this week than it would last, it ought to be worth 
more ; but how can it be worth more if the coins that 
it represents have a fixed value in pounds sterling ? 

The question is not new to us. We already know 
that, within certain limits, the cheapest way of sending 
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money from one coimtry to another is to buy and 
remit a bill of exchange ; that the exchange can only 
fluctuate within, and not beyond, those limits, which 
are called gold-points ; and finally, that the movements 
of the exchange between gold-points are determined 
by the equation of supply and demand — ^that is to say, 
the exchange either is, or tends to become, such as to 
produce an equality between supply and demand. If 
supply falls ofif, or demand increases, bills grow dearer ; 
if supply increases, or demand falls ofif, they become 
cheaper ^ ; the rise or fall of price continuing until 
the demand and the supply are again equal to one 
another. 

The fact of bills on London being dear abroad, and 
the exchange in our favour, is a proof that there is a 
balance due to us on the transactions that have to he settled 
up. All the world, it might be said, owes us money ; 
but it is only those debts which fall due, and have to 
be paid ofif, that afifect the exchange. 

On the other hand, if bills on London are cheap, and 
the exchange against us, it proves that, for the time 
being, we have more to pay than we have to receive. 

Why at any particular time we should have more to 
pay than to receive, or more to receive than to pay, is 
a problem which it is always difficult, if not impossible. 



^ "Those who are creditors on Paris fear the balance due ta 
London ; those who are debtors to Paris dread a balance due to 
Paris. The interest of the first is to dissemble what they fear, that 
of the last to exaggerate what they wish." — Ency, Brit, (1810). 
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to solve. A rate of exchange is the condensed efifect 
of a variety of facts and forces which are too numerous 
and too complex to admit of exact appraisement ; and, 
in the majority of cases, the best explanation we can 
give of an exchange-movement, is to pick out one 
prominent cause, which we know to be at work, and to 
hazard a guess at the others. Als the question turns, 
however, on the interaction of supply and demand — 
on the ratio that the production of bills bears to the 
consumption — something may at least be learnt by 
attempting to split these up into their component parts, 
with a view to ascertain, on the one hand, what are 
the chief circumstances connected with commerce or 
finance that give rise to the creation and sale of bills of 
exchange, and, on the other, whence arises the necessity 
of purchasing such bills for purposes of remittance. 

In order to do this efifectually, it will again be neces- 
sary to look at the matter through foreign spectacles, 
as it would be mere waste of time to begin analyzing 
the handful of bills drawn from London on abroad. 
It is the supply of bills on Lo7id(m, as compared with 
the demand for bills on London, that sways the ex- 
change, and it is these we must examine. 

The chief heads, then, under which bills on London 
may be arranged are : Exports, Securities, Loans, 
Credits, and Arbitrage; and the purposes for which 
they are bought may be described as : Imports, Freights, 
Securities, Interest, Credits, Arbitrage, and Invest- 
ment (see table facing title-page). 
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These heads may again be classed as : — 

Trade influences on the exchange, viz., Imports, 

Exports, and Freight; 
Stock Exchange influences, viz., Securities, Loans, 

and Interest; 
Banking influences, viz.. Credits, Arbitrage, and 

Investment. 

(1) Facile jmnceps stands trade. The necessity of 
transmitting money from one country to another may 
originate in innumerable ways, but the most potent and 
most constant cause is ordinary trade. Exporters in 
other lands are for ever drawing on London against 
their sales to us of food and raw material; and im- 
porters are for ever purchasing and remitting such bills 
to pay for the manufactured goods that they buy 
from us. 

The influence on the exchanges of the balance of 
trade is, however, an unknown quantity; for, though 
the values of both imports and exports are declared at 
the Custom House, the length of credit given by the 
seller,^ the varying conditions on which goods are 

1 England gives credit to all the world, but takes little or none. 
For the goods which he is exporting this spring, the British shipper 
may only receive payment in the autumn, or next spring. The foreign 
exporter, on the other hand, draws against his bill of lading, and 
almost from the day the goods enter our warehouses, or very shortly 
after, our merchants are in cash advance upon them, and continue 
to be so until they are finally sold and paid for. Consequently, the 
relative amount of our imports and exports at any particular moment 
is far from representing the exact relative amount of the payments 
to be made and received. 
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shipped, the inexactness of the declarations, and other 
causes, render it, practically speaking, impossible to 
draw any reliable inference from the Board of Trade 
Returns. 

(2) Immediately connected with trade is freight — 
an item that may be reckoned as almost entirely in 
our favour. It represents the earnings of our enor- 
mous fleet of steam and sailing vessels, which perform 
the greater part of the world's carrying trade. In the 
case of imports, freight forms part of the cost and is 
ultimately borne by the home consimier; but on 
exports it is paid by the foreign consumer. Whether, 
in the latter instance, the shipowner receives his 
money here or abroad makes no difiference, for if paid 
on this side the exporter adds it to the value of his 
shipment and the buyer has to remit so much the 
more. 

Under this head may also be included the commis- 
sions and brokerages, &c., amounting in the aggregate 
to a very important sum, charged to their foreign 
clients by the great army of accepting-bankers, foreign 
loan agents, stock- and produce-brokers, shipping- 
merchants, agents, &c. 

(3) Stock-exchange business frequently aflfects rates, 
especially those of Paris and New York. If Paris has 
been buying Rio Tintos or Spanish over here, the 
demand for cheques to pay with will send up the 
exchange on the eve of settling-day. So with New 
York: if investors here take a fancy for American 
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Rails, Capel Court keeps up the supply by ordering 
from Wall Street, and the paper drawn by Wall 
Street against our purchases depresses the exchange. 

(4) Next come loans. Lombard Street is the world's 
loan-office, and "Money lent without Security" its 
motto. Out of its annual savings, England can afford 
to lay out about 120,000,000/. to 150,000,000/. a year in 
investments of one sort or another : and foreign com- 
munities, sufifering from chronic impecuniosity, take it 
in turns to try and raise money here on their promises 
to pay. If they succeed, bills are drawn on the loan- 
agents, and the exchange fells. In the opinion of many 
foreign finance-ministers, and of their advisers, the 
simplest method of correcting an adverse exchange is 
not, as might be supposed, to economize by reducing 
Government expenditure, but to raise a fresh loan ; in 
other words, when a State finds it over-difficult to pay in- 
terest on what it has already borrowed, it borrows more. 

Foreign municipalities, railway companies, harbour 
boards, &c., also come here for money, and all such 
loans tend, at the time of issue, to turn the exchange 
against us. 

On the other hand, the interest that has to be 
remitted hither on the hundreds of millions already 
lent is a permanent factor in our favour, the efifect of 
which is most noticeable when preparation is being 
made to meet the half-yearly coupons in London, 
especially those due in January and July. 

(5) Credits have been divided into three sub-heads. 
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By "Documentary" are meant those issued by con- 
tinental buyers in favour of extra-European exporters. 
In America and the East, bills on London will at all 
times command a better price than bills drawn on con- 
tinental bankers, because there is more demand for them : 
so that, if Germany orders cotton, for instance, it pays 
better to let the sender draw on London for German 
account, than to have him draw direct. The efifect 
of such transactions is to incline the Eastern and 
American exchanges against us, and the German 
for us. 

There are numerous cases, too, of countries trading 
together between which there exists no exchange. If 
a New York merchant orders a shipment of currants 
from the Ionian Islands, it would manifestly be of no 
use to ask the exporter to draw on him ; and what he 
does, of course, is to open a documentary credit in 
London in favour of the shipper. London, in fact, is 
the international clearing-house and pay-office. 

Travellers' credits may appear to be an item of very 
slight importance ; but in the tourist season, from July 
to October, its effect is far from being insignificant, re- 
mittances from Switzerland, Italy, the South of France, 
the Tyrol, &c., being then largely made up of drafts 
against Circular Letters of Credit. 

In his account of the operations for the payment of the 
Prussian indemnity, M. Leon Say estimated the amount 
spent yearly in France by visitors at 16,000,000/.;^ 
1 See Ecimcmist, Feb. 9, 1878. 
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and in 1889, the year of the Paris exhibition, the 
large gain of three hundred million francs exhibited 
by the gold reserve of the Bank of France was attri- 
buted in great part to the coin brought into the 
country by tourists. 

Italy also benefits from the same cause, as the follow- 
ing extract from a recent Foreign OflSce Report ^ will 
show : — 

" It has often been a matter of interesting speculation 
to ascertain how, in the present depressed state of 
finance, it has been possible for Italy to find gold for 
the payment of the diflference between her imports and 
her exports during many years past without a serious 
rise in the exchange with foreign countries, the rate of 
which has been, up to quite recently, but little in excess 
of that of a wealthy country like France. These differ- 
ences amount this year to about 10,000,000^. as against 
some 17,000,000/. in 1890. To this fluctuating liability 
must be added the necessity for paying in gold the 
interest on that portion of the Public Debt held out of 
this country, which may be roughly assessed at another 
10,000,000/. annually. Italy has no gold mines, nor 
any visible means from which such large sums can have 
been drawn, without issuing large amounts of stock to 
an extent which would necessarily have depreciated 
their value far more than has been the case. 

" The only conclusion at which it is logically possible 

to arrive is that this amount of gold is annually brought 

1 No. 1008. Report for the year 1891 on the Foreign Trade of Italy. 
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into the country by foreign travellers who swarm dur- 
ing the four seasons of the year in one part of Italy or 
the other. From careful calculations made by the 
United States consular representatives in various parts 
of this country, it has been computed that for the last 
10 years the average annual expenditure in Italy of 
American citizens has been 35,000,000 dols. (7,000,000/.). 
It would Bcarcely be an exaggeration to place the col- 
lective expenditure of British, French, Austrian, Ger- 
man, and other foreign travellers at double this 
amount, which result would bring in round numbers 
at least 21,000,000/. in foreign gold aimually into the 
country." ^ 

The third division is that of blank credits, given either 
to merchants, to bankers, or to exporters. As regards 
the former, London accepting-bankers are in the habit 
of granting accommodation to merchants abroad, who 
are of good standing and reputation, and who are able 
to make advantageous use of additional capital in the 
conduct of their business. Such transactions, however, 

^ The writer of the Report appears to base his argument on the 
supposition that money spent in a country by foreigners must mean 
the importation of so much actual coin — which is, of course, a mis- 
take. It need hardly be said that the traveller usually brings a 
letter of credit in his pocket, not a bag of gold, and that, when short 
of cash, he draws a bill on London and negotiates it with a banker. 
As the bill is payable in, and represents, gold (the banker can have 
sovereigns for it, if he likes, by sending it to liis London correspon- 
dent with instructions to that effect), the offer of it for sale operates 
on the exchange and on the gold -premium precisely the same as 
though the drawer had taken a handful of sovereigns to the bank 
and changed them into Italian notes. 
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only act upon the exchange when the credit is first 
opened, or when it is withdrawn, as on each occasion of 
ordinary renewal, the merchant buys a remittance in 
cover, and simultaneously issues a re-draft, so that the 
one operation cancels the effect of the other. 

Owing to the wealth and high position of most of 
the accepting houses, bills of this class rank with the 
best — though, strictly speaking, they are nothing but 
accommodation paper. 

Bills drawn in blank by bankers admit of a different 
explanation. These are created in connection with 
exchange operations. In all agricultural countries the 
great bulk of the export business is concentrated on 
the harvest season. At this time of the year, therefore, 
bills on London are plentiful and cheap, while during 
the remainder of the twelvemonth they are more or less 
scarce and dear. Under these circumstances the local 
banks can earn a safe and legitimate profit by " bear- 
ing " London paper in the dear season, and by revers- 
ing the operation in the cheap season : that is to say, 
when the price is high they draw heavily on London 
and run up a big debit-balance over here, and when the 
price is low, they buy enough to pay off their debt, and 
to leave a balance on the opposite side of the account. 

Exporters' credits are of the same nature. Instead 
of drawing against his shipment when the market is 
full of similar paper, the exporter arranges, if possible, 
to draw a month or two in advance, in order to take 
advantage of the high rates ruling before harvest. 
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As a matter of course, the item of " Credits " also ap- 
pears imder the head of demand, because the money 
drawn from us in this shape has nearly all to be paid 
back. 

(6) Under " Arbitrage " are to be understood those 
operations, whether of buying or selling, by which ad- 
vantage is taken of any temporary difference between 
the exchange quotation at one place and its coimterpart 
at another ; and, as exchange dealers abroad frequently 
buy for the rise and sell for the fall, " speculation " may 
here be added. 

(7) Our last item — the demand for "investment" 
purposes on the part of continental bankers — is one 
that calls for particular attention, for though the 
exchanges that are subject to its influence are few in 
number, those few are the chief exchanges of Europe. 
From the fact, too, of its being the only element of 
demand in which the association of antecedent and 
consequent is plainly traceable, it is also the most 
interesting, and will be best dealt with in a separate 
chapter. 
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XIV 

THE CONTINENTAL INVESTMENT-DEMAND FOR 
LONDON PAPER 

The functions of a banker. — Distinctive qualifications of a banking 
security. — Bills of exchange as investments. — Continenta 
bankers buy those that yield the best return. — If the London 
market-rate rises above the continental level, bills on London 
are sought after abroad and the price rises. — The. lower the 
price, the sooner it is aflfected by a difference in discount-rates. 
—There is no necessary ratio between an advance ot the discount- 
rate and a consequent advance of the sight-exchange. 

A BANKER has been defined as a man who takes care 
of other men's money, and lets them have it when they 
want it. 

His function, all the world over, is to borrow fiom 
those who possess more money than they can employ, 
and to lend to others who can employ more than they 
possess : and the vital condition of his business is to 
lend in such manner, and on stock securities, as will 
enable him to keep the promise he has made to repay 
whenever asked. 

Certainty of repayment without loss at a specified 
and not distant date, combined with the capability of 
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immediate conversion into cash, if need be, is the dis- 
tinctive qualification of a theoretically perfect interest- 
bearing banking security. A Treasury Bill attains 
perfection, and a first-class bank-bill closely ap- 
proaches it. Good bills of exchange, in fact, satisfy 
nearly every requisite, as they are rendered safe by the 
joint liability of drawer, acceptor, and endorsers, are 
paid punctually to the day, and are paid at par.^ 

All bankers therefore are regular buyers of bills ; but 
while the London banker xjonfines his choice solely to 
London paper, his more cosmopolitan colleague on the 
Continent shows himself less fastidious in that respect, 
and holds large amounts of foreign, as well as home, 
acceptances. Whether the conservatism of the London 
banker is altogether justifiable, is a question that it 
may be useless to discuss ; but it may be remarked in 
passing that, regarded merely as an investment, a good 
Berlin acceptance, when it can be bought at 20.50 plus 
interest, certainly appears more attractive than an 
English acceptance yielding the same rate of interest, 
especially if the former is backed up by a first-class 
London endorsement, as is the case with most of the 
foreign bills sold on 'Change. It may be added, too. 



^ Their only fault is that they are not salable. There being an 
unwritten law in this country that the banker shall not hawk the 
bills he holds about the market, that is to say, that he shall not re- 
discount, they lack the attribute of convertibility, and can only be 
turned into cash in case of great emergency and at the risk of a 
serious loss of prestige. 



Digitized by VjOOQIC 



90 THE A B C OF THE FOREIGN EXCHANGES xiv 

that there is no loss of prestige incurred in re-selling 
a foreign bill.^ 

Other things being equal, the continental banker 
naturally gives the preference to bills on that country 
where discount stands highest, in order to profit by the 
better return they give; and, consequently, if the 
London market-rate rises higher than the market-rate 
of Berlin, or of Paris, or Amsterdam, or Antwerp, &c», 
the bankers in those places at once begin buying London 
paper, and the price rises. The mere fact that hank- 
rate stands higher here than abroad counts for very 
little, because, as was pointed out, the seller of a first- 
class bill allows interest to the buyer only at the 
market'XdXe of the place upon which it is drawn ; and, 
of course, it is only first-class paper that a banker cares 
to buy for investment. If such is not to be had at 
home in sufficient quantity, he orders what he wants 
through his London correspondent, who gives it out of 
his own bill-case if he has sufficient, or, if not, buys it 
from the bill-brokers. The usual method of covering 
the transaction is to remit ordinary trade-bills, as far 
as possible, and to make up the difference by in- 
structing the London correspondent to draw and sell 

^ The frequency with which the best London paper changes hands 
on the Continent is very noticeable, it being no unusual thing to find 
that the endorsements, after entirely covering the back, have over- 
flowed on to an *' aUonge," which has had to be attached to accom- 
modate them. If a London banker is in want of cash to meet pay- 
ments, he calls in part of his deposits with the brokers ; if a Paris 
or Berlin banker needs it, he sells a parcel of his foreign paper. 
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a cheque, thus acting on the exchange from this side 
as well. 

It does not follow because a Berlin banker buys a 
London bill with 3% interest allowed, that he is sure 
to net 3%, any more than a London banker can be sure 
of making 2f % on his money by buying Consols to- 
day, and selling them two months hence with accrued 
interest. In either case the price may rise or fall in 
the interim, increasing the yield or diminishing it. 
As a consequence, an advance of the London market- 
rate proves far more attractive when bills are cheap, 
and have plenty of room to rise, than when they are 
already high. 

To render this more intelligible, let us say that on 
a given date cheques on London stand at 20.40 (Berlin 
quotes 8-days London, not cheques — but let that pass), 
market-rate on both sides at 2%, and long London at 
20.40 less 3 months at 2% ( = 20.30). Market-rate 
in London now hardens to 2^%, and the long-rate is 
accordingly adjusted to 20.40, less 3 months at 2^% 
( = 20.27) ; but, as the discount margin is sufficient to 
induce purchases, the enhanced demand may cause an 
advance of, say, 1 per miUe, to 20.42 less 2^% ( = 20.29), 
while, if discount here continues to rise, and goes to 
3% or 3^%, we may see the exchange gain several 
points. 

Let us put it at 20.46, less 3% ( = 20.31). Now, if 
a Berlin banker buys £1000 on London at this price, 
paying M.20,460, minus 3% p.a., and keeps it until it 
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is due, it is evident that, if he is to make exactly 3% 
on his investment, the sight-exchange at which he sells 
must again stand at 20.46, and that every point that it 
may have fallen in the meantime will reduce the return. 
At 20.41, for instance, the bill would only yield ^% for 
the three months (20.41 — 20.31 = 10 pf. = i%), or 
2% per annum. As the usual range of the short-rate 
is from 20.35 to 20.50, it is clear, therefore, that the 
nearer he goes to 20.50 in buying, the greater is the 
danger of a relapse in the rate, and of a consequent loss 
on realization : so that, as was said, whilst a small 
difference in discount may serve to raise a low rate of 
exchange, it takes a considerable difference to push up 
a high rate. 

It is necessary to guard against the mistake, which 
it is easy to fall into, of supposing that there is any 
arithmetical relationship between an increase in the 
discoimt-margin and a rise of the sight-exchange. 
Because a discount-difference of J% causes a rise of 
two points on one occasion, it need not cause it on 
another, nor need a difference of 1% produce a rise of 
four points. There exists no necessary ratio whatever. 
The buying for investment is strong or weak according 
to the outlook of the money-market at home and 
abroad, and according to the state of credit, &c. — in a 
word, if bankers think the operation likely to turn out 
well, they buy freely, and the exchange goes up ; but if 
they think it likely to turn out badly, they leave it 
alone, and the exchange remains unaffected. 
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THE CONTINENTAL INVESTMENT-DEMAND FOR LONDON 

PAPER — (contimted) 

Owing to the want of necessary data it is in most cases impossible 
to ascertain the specific cause of exchange-movements, — But in 
the case of the investment-demand cause and eflfect are in- 
timately associated. — A comparison between the movements of 
the principal short exchanges in 1890, and those of the respective 
discount-diflferences. — How the principle is illustrated by the 
usage of sending "Firsts for Acceptance" to London. — Without 
good credit there can be no investment-demand. — How and 
why a ten-per-cent. Bank-rate in 1866 sent the French exchange 
down instead of up. 

If it be the fact, as suggested, that bankers on the 
Continent begin buying up London paper as soon as 
the interest obtainable upon it exceeds the rate to be 
earned on native acceptances, it stands to reason that, 
immediately such conditions obtain, its price ought to 
rise ; and if it can be demonstrated that the price actu- 
ally does rise when the London discount-rate advances, 
the confirmation thereby afforded will go far to prove 
that the theory is correct. 

Every element of demand must at times exert some 
influence on the exchange, but in the majority of 
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instances the evidence is wanting which would enable 
us to say that this or that, and not the other, is the 
principal cause of a given movement. To compare, for 
example, the course of the Paris exchange with the 
published statistics of our trade with France would, for 
many reasons, be labour in vain; a foreign loan may 
have been " taken firm " and paid for months, or even 
years, before its introduction to the public ; the business 
in securities is nobody's business but theirs who engage 
in it ; the sum total of tourist-expenditure, or of the 
foreign credits granted by London bankers, is an un- 
known quantity ; and so on of the other factors. About 
all these agencies we are quite in the dark. 

But with the demand for investment-purposes the 
case is different. Not only are the necessary data 
public property, but cause and effect are so intimately- 
associated that the connection is unmistakable. A 
glance at the Times or the Economist shows us the 
course and tendency of the respective market-rates, and 
as the difference between them inclines the one way or 
the other, so we expect the exchange to rise or fall ; 
and, in nine cases out of ten, on turning to the Course 
of Exchange the fiilfilment of our expectation stares 
us in the face. Thus, let us suppose that a week ago 
the quotations were : 

London market-rate 3t7o 1 t i i -r* . 

Paris „ 2^7 I London i7o above Paris 

Sight-rate on London in Paris 25.19 ^ 
J July 4, 1890. 
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but that London has since gone up to 4^%, and Paris 
gone down to 2^%, increasing the difiference to lf% : 
are we to infer that the exchange should have fallen or 
have risen, and need we be surprised to find it marked 
25.27 ?i 

In the adjoined diagrams a practical exemplification 
of this principle is furnished in the shape of a com- 
parison between the movements of the French and 
German rates in 1890, and those of the respective 
discount-diflferences, and when it is borne in mind 
that exchange-fluctuations are the effect of many 
causes, while only one such cause is dealt with, it may 
be fairly claimed that the general truth of the law is 
placed beyond doubt. 

Bills themselves also bear witness to it. Every one 
conversant with banking practice is acquainted with 
the usage of sending the First of a bill to London for 
acceptance (in order to facilitate the negotiation of the 
Second, an accepted bill selling better than one not 
accepted) and of requesting that it be held until claimed 
by the possessor of the duly endorsed Second. If the 
continental holder of the Second should keep it back — 
and that he does keep it back awhile is the rule, not 
the exception — it must be for one of two reasons: 
either for the sake of the interest it returns him, or in 
expectation of an improvement in price. Accordingly, 
when discount stands higher in London than abroad, it 
will be found that, as a general rule, the First is not 

1 July 11, 1890. 
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claimed until it is nearly due, because the Second has 
been retained until the last moment ; and, on the other 
hand, that if discount here falls below the foreign level, 
an immediate increase is perceptible in the number of 
Firsts that come forward.^ It is noticeable, too, that 
"Firsts for acceptance" are rarely sent from those 
countries where interest mostly rules high (except 
when the Second has been remitted elsewhere, and the 
First comes direct simply to save time), but that the 
bill is usually endorsed and remitted hither at once. 
New York, for instance, sends very few ; and it may be 
taken for granted that American bankers can generally 
employ their money to better advantage than by putting 
it into London bills, and have therefore no inducement 
to hold back their purchases as an investment.^ 

In the latter part of 1890, the year to which the 
diagrams apply, London narrowly escaped a tremendous 
panic, which was averted by the skilfiil management of 
the Governor of the Bank of England, and it is sur* 
prising to observe how eflSciently the measures taken to 
save the situation preserved our credit abroad from 
injury. There is absolutely nothing in the course of 
either the Paris or the Berlin exchange to show that 
anjrthing unusual happened here in November: and 
even the long-rate maintained its position, the quotation 

* These are points that of course can only be verified by those who 
have special opportunity for observation. 

2 It happens occasionally that they keep some for a short time, but 
probably more as a speculation than as an investment. 
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in Berlin on 20th November having been 20.38i for 
eight days paper and 20.10 for three-months paper, 
which, with discoimt in London at 6i per cent., was just 
about the normal variation. It need hardly be said 
that if our credit had been seriously impaired the result 
would have been very different. 

Without good credit — without a general belief that 

the average acceptor of ordinary commercial paper is 

good for the amoimt, and will punctually meet his 

engagements — there can be no investment-demand. 

Continental bankers do not, for obvious reasons, send 

capital to Constantinople for investment in native bills, 

nor would they put it into English bills unless they felt 

absolutely sure of getting it back. No better proof — if 

proof be needed — can be put forward of the truth of this 

proposition than the course of the Paris exchange in 

1866, which was the last occasion of an actual crisis in 

London. The Paris rate on London is still the leading 

exchange, but at that time it stood indisputably first, 

and may be accepted as representative of the then state 

of continental opinion. For full three months, as the 

diagram shows, there was a discount-margin of no less 

than six per cent, between London and Paris, and yet 

the exchange, instead of rising, fell as far as it was 

possible for it to fall. For fiill three months continental 

bankers could have bought the best London acceptances 

at a price which would have returned them nine or ten 

per cent., and yet, so low had our credit fallen that they 

preferred to employ their money at home at three or 
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four per cent. We tried to explain away their suspicions ; 
but in vain. Lord Clarendon, who was then in charge 
of the Foreign OflSce, went to the length of issuing a 
circular to all our representatives abroad, in which they 
were instructed to make known to the Governments to 
which they were accredited, and to the banking-interest 
generally, that "Her Majesty's Government have no 
reason to apprehend that there is any general want of 
soundness in the ordinary trade of this country which 
can give reasonable ground for anxiety or alarm either 
in this country or abroad." Nevertheless, continental 
bankers persisted in believing that there was reasonable 
ground for anxiety, and declined to trust us with their 
money. 

It is probable that" there were two main reasons for 
their mistrust. In the first place, they did not under- 
stand what was meant by the suspension of the Bank 
Act (which is not to be wondered at, seeing that there 
are plenty of business men even in London who would 
find it diflScult to say just what it means). They 
thought, of course, that it implied a suspension of cash, 
payments, or what it has now become the euphuistic 
fashion to call a " moratorium." And when reassured on 
this point there was still another difficulty. " It is all 
very well," they objected, " to say there is no reason- 
able ground for alarm; but, if so, then why do the 
Directors of the Bank of England, who must be far 
better judges of the situation than Her Majesty's 
Government, exact such an exaggerated charge for their 
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advances ? Surely, first-class London acceptances ought 
to be good enough to lend on at less than ten per cent. ! 
If not, depend upon it, there must be some mysterious 
peril still hidden away in the background ; and, unless 
we want to bum our fingers, we had better leave London ' 
paper alone." 

And they did leave it alone. The very magnitude, 
in fact, of the inducement held out to attract foreign 
capital, had the opposite effect of scaring it away ; and 
immediately the Bank satv its mistaJce, and gave proof 
of its own returning confidence by reducing the rate, 
the exchange recovered. 
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XVI 

THE CONTINENTAL INVESTMENT-DEMAND FOR 

LONDON PAPER — (cmitinuecl) 

How and why a reduction of the discount-margin immediately sends 
the Continental exchanges down. 

Having seen what happens when, owing either to a 
rise in discount here or to a fall abroad, the return 
yielded by an investment in London paper exhibits an 
increased advantage over the rate produced by home 
bills, let us now consider what will occur in the oppo- 
site event of discount declining on this side or advancing 
on the other. 

Naturally, the buying to keep will at once slacken ; 
and, if the margin disappears, will cease altogether. 
With its cessation, too, the rise in price will also come 
to an end. 

But that is not all. The exchange not only stops 
rising, but it immediately begins to fall, and falls rapidly. 
This proves that bills are being pressed for sale, as the 
decline of price, if occasioned solely by want of support, 
would be slow and gradual ; and, as it is not plainly 
evident why a reduction in the London discount-rate 
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should render continental bankei's so solicitous to dis- 
pose of their London paper as to force down the price, 
we are put upon our enquiry to account for this anxiety 
to sell. 

It is simply a question of securing a quick profit, and 
will be readily understood if the following illustration 
be examined : — 

Suppose that Germany employed the English system 
of currency, and that, on a certain day, when discount 
here stands at 4^, Berlin quotes cheques on London 
(assuming the existence, for simplicity's sake, of a 
cheque-rate) at " par," and three-months bills on Lon- 
don at "par, less 4%," the price of a bill for 100/. being 
99/. net. On the following day discoimt falls here to 
3%, and Berlin, while still quoting cheques at " par," 
now gives long as "par, less 3%,"so that a bill for 100/. 
costs 99/. 5s, Consequently, those who bought yester- 
day at 99/. can make an instant profit of :J%, either by 
selling the bill at 99/. 6s,, or by remitting it to London 
for discount at 3%, and selling a cheque there-against 
at par. 

The eagerness to realize is thus amply accounted for, 
and the only question is : what sacrifice will the average 
holder submit to in order to sell ? This is purely a 
matter of surmise ; but if we assume that he surrenders 
half his profit to secure a buyer, the price will fall to 

Cheques, i% dis. ; long, 1% dis. - 3%, 

and if he surrenders all (as he may, if discount is rising 
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iu Berlin, or if he thinks he can do better with his 
money in something else) to 

Cheques, i% dis.; long, J% dis. - 3%. 

This is the natural and intelligible way of quoting ex- 
changes, and is what we may expect when the Utopia 
of a universal currency is attained. But, as we have to 
deal with things as they are, we must now translate the 
figures into German currency, and merge the discount- 
difference into the cunent price of a pound, as expressed 
in German money. 

The original price was—* 

Cheques, at pai* = 20.43 ; long, at par, less 4% = 20.23 ; 

and after the drop in the London discount-rate it be- 
comes nominally : — 

Cheques, at par = 20.43 ; long, at par, less 3% = 20.28 ; 

but if the seller gives up half his profit, the actual rate 
that business is done at will be — 

Cheques, J-% dis. = 20.401, 
Long, J% dis. - 3% = 20.40i - 15 = 20.25 J, 
while if he gives it all we have — 

Cheques, i% dis. = 20.38, 
Long, i% dis. - 3% = 20.38 - 15 = 20.23, 

the net result in this latter case being that long bills 
are restored to their mnginal quotation of 20.23, but 
that the cheque-rate, the actual exchange, is marked Jive 
points doton, firom 20.43 to 20.38. 
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To show that tliis interpretation is based on facts, and 
has not been evolved from the writer's inner conscious- 
ness, here are particulars of the fall in the German ex- 
change that occun-ed, as shown in the diagram, in the 
spring of 1890, and which may be verified by reference 
to the Economist : 

1890. Berlin on London. 
8 clays, 3 months. 
27 Feb. 20.45 20.26 
13 Mar. 20.41 20.26^ 
27 Mar. 20.361 20.24 

On the first-mentioned date the short-rate was at 
20.45, and the long at (20.45, less 82 days at 4%, &c. = ) 
20.26. The fall to 3% in London reduced the margin 
between short and long from 19 pf. to 14| pf., and altered 
the price, theoretically, to 20.45 — 20.30i ; but, as dis- 
count was going up in Berlin, holders were content to 
forego almost the whole of the profit, and the price fell 
4 pf to 20.41 — 20.26 J. Taking this price as a fresh basis, 
the renewed fall in London should have modified it to 
20.41 short and 20.28J long (20.41, less 82 days at 2t%), 
but the weakness of our market frightened holders into 
selling at an actual loss, and the exchange sank 4^ pf. 
to 20.36i- 20.24. 
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XVII 

THE MONEY-MARKET AND THE GOLD- EXCHANGES 

The Coinage Act, 1870. — An engagement to pay money is an engage- 
ment to pay gold. — To bankers, who are under engagement to 
pay large sums at short notice, this fact is all-important. — All 
the clearing-bankers keep an account at the Bank of England. 
— A demand for gold, in whatever part of the country it may 
spring up, must fall on the Bank of England. — The amount of 
gold in circulation varies with the state of trade, — And the 
amomit of notes with the state of credit. — Why other countries 
send to London for gold, and what they want it for. 

In order to avoid confusion, it has so far been 
assumed that the range of movement of every exchange 
is bounded by well-marked and unmistakable limits, 
defined as, on the one hand, the point at which bills on 
London become so expensive that the intending buyer 
would do better to remit gold, and, on the other, the 
point at which they become so cheap that the intending 
seller, instead of drawing, would do better (notwithstand- 
ing the expense of carriage) to ask his English debtor 
to send sovereigns. This latter extreme, the inferior 
limit, is always efficacious ; for only under circumstances 
of the greatest urgency (such as peremptory expulsion, 
the outbreak of war, or revolution, &c.) would a mcrchanlL 
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abroad consent to sell his claim on London for less than 
the sovereigns themselves would fetch, minus charges. 
But the superior limit, that at which he is supposed to 
remit gold, is operative in only very few instances: 
the reason being that, in many countries, gold is only 
to be had at a premium, even if it is to be had at all. 

We have still to ascertain, therefore, whether any 
definite limitation can be assigned to the adverse 
movement of an exchange in those cases where a 
specie-barrier does not exist; but it is expedient to 
defer the consideration of this question until the gold- 
exchanges are out of hand. 

The matter which it is now proposed to bring under 
notice does not in strictness come within the scope of 
an enquiry into the theory and practice of the Foreign 
Exchanges, but it is so closely allied to and bound up 
with it that to entirely exclude it would be all but 
impossible. What is alluded to is the sympathetic 
connection known to exist between the price of loanable 
capital in the London market, and the general condi- 
tion, favourable or otherwise, of the gold-exchanges. 
Already there has been occasion to make a passing 
reference to this connection. In defending the use 
of the term " unfavourable,*' as applied to a rate of 
exchange, it was argued that " dear money " is due to 
a high bank-rate, a high bank-rate to a low reserve, 
a low reserve to an outflow of gold, and an outflow 
of gold to an " unfavourable " exchange. 

The process of which this is a synopsis itisnow proposed 
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to trace out in detail, taking as starting-point the fouiiili 
section of The Coinage Act, 1870, which says that : — 

4. A tender of payment of money, if made in coins 
which have been issued by the Mint in accordance with 
the provisions of this Act, and have not been called 
in by any proclamation made in pursuance of this Act, 
and have not become diminished in weight, by wear 
or otherwise, so as to be of less weight than the current 
weight, that is to say, than the weight (if any) specified 
as the least current weight in the first schedule to this 
Act, or less than such weight as may be declared by 
any proclamation made in pursuance of this Act, shall 
be a legal tender, — 

In the case of gold coins for a payment of any amount : 
In the case of silver coins for a payment of an amount 
not exceeding forty shillings, but for no greater 
amount : 
In the case of bronze coins for a payment of an 
amount not exceeding one shilling, but for no 
greater amount. 
Nothing in this Act shall prevent any paper currency 
which under any Act or otherwise is a legal tender 
from being a legal tender. 

The paper currency referred to is the Bank of 
England note, which was declared legal tender in 1835. 
As the Bank, however, must put aside the exact 
equivalent in gold of every note created in excess of 
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the lixed fiduciary issue, the note to all intents and 
purposes is gold. 

Every engagement contracting to pay money in this 
coimtry is bound to be met, therefore, if required, in 
gold. Notwithstanding the fact that our current 
engagements always amount to many hundreds of 
millions, and that all the gold in the country would 
hardly suflBce to effect a single day's settlements, the 
law says that every creditor may insist on being paid 
in sovereigns. Of course, if it were customary to 
exercise this right, trade operations on a large scale 
would be simply impossible, and business would have 
to come to a standstill. But there is a conventional 
understanding that the use of gold shall, as far as 
possible, be dispensed with. Cheques, which are 
infinitely more convenient than gold and notes, and 
which are safe enough for all practical purposes, 
constitute in ordinary times the actual currency of 
commerce. If you have to pay a man you give him 
a cheque ; and, if he has to pay you, you take a cheque. 
Nevertheless, the all-important fact that gold or notes 
can always be called for must never be lost sight of, 
and especially not by those who are under liability to 
make heavy payments at short notice. 

In this respect bankers stand pre-eminent. Their 
business is to trade with other people s money — to lend 
A's money to B ; and such business is never safe unless 
a suflBcient amount of cash be kept to satisfy the 
demands of depositors. It is out of the question to 



Digitized by VjOOQIC 



108 THE A B C OF THE FOREIGN EXCHANGES xvii 

suppose that bankei-s ought to be able to repay all, 
or even the greater part, of their deposits in cash. 
They cannot achieve impossibilities. Seeing that the 
total amount of customers' money held by them is 
estimated at neai'ly 700,000,000/.,^ while the country's 
entire stock of legal money is believed not to exceed 
about 100,000,000/., it is no slur upon them to say that 
they are not prepared to meet a run. The most they can 
do is to keep in hand a reasonable surplus over and above 
each day's anticipated outgoings. In addition, however, 
the whole of the clearing-bankers, and many others as 
well, keep a balance at the Bank of England : and 
on this seemingly insignificant fact hinges the entire 
connection between money and the exchanges. 

Whenever the country branch-banks require more 
notes they write to the head-office ; if the head-office 
wants more it applies to the London clearing-agent; 
if the clearing-banker wants more he sends across to 
the Bank. The effect is precisely the same as though 
every bank in the length and breadth of the country 
were a branch of the Bank of England, keeping just 
enough notes and coin to go on with, and sending up 
to head-quarters whenever it became necessary to 
increase the stock. Owing, therefore, to the fact of the 
Bank of England having opened an account for each of 
the clearing-bankers, force of circumstances compels it 
to keep up a store of legal-tender money for the require- 
ments of the country at large. 

1 Economist, May 21st, 1892. 
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Such being the case, let us ask what the currency- 
requirements of the country are, and under what 
circumstances they may increase. As to the notes, they 
are nearly all in possession of the banks : but the gold 
is divided between bankers, shopkeepers, and the 
general public — the two former using it for till-money, 
and the latter for ordinary expenditure. The amount 
in circulation varies with the state of trade. If trade 
revives, many employers of labour work longer hours and 
take on more hands. Tens of thousands of operatives 
who were only taking, say, a pound or twenty-five 
shillings home on Saturday, now take an extra half- 
sovereign. Thousands of shopkeepers who only kept 
three or four pounds in the till, now keep six or seven, 
because they are doing more business. In short, more 
money is in actual use throughout the community, and 
the Bank of England has to make up the difference. 

Loss of confidence, or failure of credit, also leads to 
the employment of more legal -tender. In time of panic 
many payments have to be effected by bank-note, instead 
of by cheque, because merchants refuse to take the 
cheque of any man whose solvency they have doubts 
about. At such times, too, fear of a " run " induces 
bankers to increase their till-money, and the two 
influences together tell heavily on the Reserve. 

The gold movements that interest and concern us 
most, however, are those of foreign origin. Drains due 
to trade revival or panic are events of rare occurrence, 
but withdrawals for abroad are every-day matters. 
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London being a free market for gold, all who have need 
of it usually send their orders here for execution. The 
purposes for which it is required are various. It may 
be wanted as a basis for extended note-issues, as in the 
case of the exports to Brazil in 1889; for currency 
purposes, as in the case of the coin sometimes sent 
to Portugal or Egypt ; as raw material for goldsmiths' 
or jewellers* work, as in the case of Indian purchases ; 
or as a speculation, as in the case of some shipments in 
1891 to the Argentine Republic. 

Lastly, and this is the most important cause of all, 
it is sure to be taken from us whenever bills on London 
become so plentiful in any of the world's markets as to 
depress the exchange to specie point; and, what is 
more, it will continue to be so taken until the exchange 
rises. 
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THE MONEY-MARKET AND THE GOLD-EXCHANGES 

{continued) 

The eflfect of every efflux of gold is to reduce the Reserve. — Why a 
withdrawal of gold from the Issue Department diminishes the 
stock of notes held by the Banking Department. — A rise of Bank- 
rate pulls up the deposit-rate, and a rise of the deposit-rate pulls 
up market-rate. 

Whatever the cause may be of an efflux of gold 
from the Bank of England, the outcome is always the 
same. The Reserve is reduced by the amount of the 
withdrawal ; and, if the reduction is serious, the Bank 
advances its rate, in order to check the drain and to 
attract fresh supplies. 

It is, of course, all one to the Bank whether a 
demand is for notes or for gold ; but as the Reserve is 
shown in the Weekly Return to consist principally of 
notes, while the bulk of the gold stands at the credit 
of the Issue Department, thus : 

Issue Department. 

Notes ... £38*8 millions. Securities £16*4 millions. 

Gold 22-4 „ 

£38-8 „ £38-8 „ 
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Banking Department. 

Capital and Rest £18 millions. Gov. Securities ... £11 7 millions. 

Deposits 37-2 ,, Other Securities... 287 

Notes) «'The 13-8 

Coin j Reserve".. 1 

£55-2 „ £55-2 

it may not be clear to every one why a withdrawal 
of gold should affect the ^o^c-reserve of the Banking 
Department. 

This is why. The Banking Department makes an 
invariable practice of depositing all its gold (with the 
exception of about a million of coin always kept for 
till-money) in the Issue Department, and of taking 
notes in exchange, because the latter are more con- 
venient to handle. If such were not the case, the 
Return would present the following appearance : — 

Issue Department. 

Notes ... £25 millions. Securities £16*4 millions. 

Gold 8-6 „ 

£^ ,, £25" „ 

Banking Department. 

Capital and Rest £18 millions. Gov. Securities ... £11*7 millions. 

Deposits 37 '2 ,, Other Securities .. . 28*7 ,, 

GoU 14-8 „ 



£55-2 „ £55-2 



that is to say, the gold held by the Issue Department 
would be split into two parts, of which the larger would 
figure among the assets of the Banking Department, 
to which it really belongs. 
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When a depositor asks for gold, then, say for half a 
million, notes to that amount are taken from the 
Reserve and returned to the Issue Department, which 
cancels them and gives up the sovereigns that it holds 
there-against. 

The effect on the balance-sheet of the Issue Depart- 
ment is to reduce each side by half a million — 

Issue Department. 

Notes ... £38*3 millions. Securities ... £16*4 millions. 

Gold 21-9 „ 



£38-3 „ £38-3 „ 

and, in the first instance, the like result is produced in 
the account of the Banking Department — 

Banking Department. 

Capital and Rest ... £ 1 8 millions. Gov. Securities ... £ 1 1 • 7 millions. 

Deposits 36*7 „ Other Securities .. . 287 „ 

Notes 13-3 „ 

Coin 1 ,, 



£54-7 „ £54-7 „ 

but if, as would usually be the case, the market 
restores its balance to the former level by borrowing or 
discounting, the deficiency in the Reserve will be made 
up by an increase in the Other Securities, thus : — 

Banking Department. 

Capital and Rest. . . £18 millions. Gov. Securities ... £11 7 millions. 

Deposits 37-2 „ Other Securities .. . 292 „ 

Notes 13*3 „ 

Coin 1 ,, 



£55-2 „ £55-2 

I 
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Observe that the assets are now the same in 
quantity as they were before the withdrawal, but are 
lower in quality^ inasmuch as an amount of notes 
representing gold has been displaced by credit-instru- 
ments, 80 that the ability of the Bank to pay its 
depositors in cash on demand is to that extent diminished. 

Every van-load of gold, therefore, that enters or 
leaves the well-known courtyard in Lothbury increases 
or decreases the Bank's power to meet its engagements 
in legal-tender money; and if the withdrawals are 
large, or if they appear likely to be persisted in, the 
Bank puts up its rate as a means both of damming the 
outflow and of turning the continental gold-exchanges 
in our favour. As is well known, bank-rate cannot 
rise without drawing up the market to a greater or 
less extent, and hence the direct and immediate result 
of an important efflux of gold is an all-round advance 
of the discount-charge. 

The value of " money " being, however, like that 
of all other commodities, regulated by the ratio that 
supply bears to demand, an advance of bank-rate need 
not, on the face of it, affect the price charged by other 
dealers, any more than the fact of one big coal 
merchant adding a shilling a ton to his quotations 
need compel all other coal merchants to do the same. 
But between the Bank and the market there exists a 
bond of union in the shape of the deposit-rate. It is 
not their own money that bankers and brokers employ 
in the discount of bills, but their depositors' ; and the 
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rate allowed on deposits is based on bank-rate, rising 
and falling with it. When bank-rate goes up, there- 
fore, the market, having to pay more to A, from whom 
it borrows, recoups itself by charging more to B, to 
whom it lends. In other words, a rise of bank-rate 
pulls up the deposit-rate, and a rise of the deposit-rate 
pulls up market-rate. 
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XIX 

THE MONEY-MARKET AND THE GOLD-EXCHANGES 

{(Witimted) 

As the market has ample warning of the gold-shipments due to un- 
favourable exchanges, it is usually prepared for them. — The 
New York exchange in October 1891, and the influence of its 
fluctuations on the London market-rate. — Why an advance of 
the discount-rate checks an outflow of gold. 

Returning to the question of gold exports, there is 
an important distinction to be noted between the ship- 
ments made to order for a specific object, and those 
which result from the unfavourable course of the 
exchange. The former nearly always come as a sur- 
prise on the market, as it is usually inipossible to know 
of them until they are announced by the Bank ; but 
the latter, being an outcome of conditions which are 
apparent to every one, can be seen approaching, so 
to say, and the market prepares itself for them in 
advance. 

If it be the New York exchange, for instance, which 
threatens to relapse to specie-point, as is often the case 
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in the autumn, the market, it will be found, begins to 
watch it closely when it gets to about 4.84 ^ (for cable 
transfers), and from that time responds to every fluc- 
tuation — stiffening as the exchange weakens, easing as 
it hardens. This sympathy is especially observable 
when floating money is growing scarce, and when the 
Other Deposits at the Bank are below the average, for 
there is then every probability that the curtailment of 
supply will lead to brokers having to repay some of 
their call-money, and, as they keep practically no 
reserve, this means that they will have to borrow from 
the Bank, which at such times usually makes a pretty 
stiff charge for short loans. Naturally, therefore, they 
have to be cautious how they increase their commit- 
ments ; and their anxiety to borrow rather than lend 
finds practical expression in a higher charge for dis- 
counts and a higher allowance for deposits. 

To facilitate the comprehension of the foregoing, 
we will take the course of the New York exchange in 
October 1891, as an object-lesson, and read it in the 



^ " There is every probability that considerable shipments will soon 
have to be made to the United States" (Cable transfers 4. 83f). — 
Ec(momi8t, Oct. 3, 1891. 

"As it is practically certain that gold will continue to be with- 
drawn both for the United States and elsewhere " (Cable transfers 
4.83S).— ^C(Wiomw^, Oct. 10, 1891. 

** With the prospect before us of gold withdrawals for the United 
States" (Cable transfers A.M).— Economist, Oct. 17, 1891. 

" More gold will in all likelihood be taken hence for the United 
States" (Cable transfers 4:,M).— Economist, Oct. 24, 1891. 
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light of a few extracts from the " money-article " of the 
Times: 

1891. GO (laijs sight-rate Market-rate in 

on Lmuhn, London, 

3rd Oct. 480 2|%-3% 

"The large withdrawal of gold expected in some quarters to-day 
has not taken place, from which it may be inferred that the New 
York exchange at 480 leaves too narrow a margin." 

CthOct. 479A 2T-%-3% 

** A small amount of gold has l)een taken from the Bank of England 
for New York in consetjuence of a small decline in the exchange." 

lOth Oct. 479f 2J-% 

*' The demand for gold for New York continues strong . . . and as 
long as} this state of things lasts the discount-rate for three-months 
bank-paper is not likely to fall much below its present level." 

16th Oct. 480f 2f-f% 

** A distinctly easier tendency is observable in the money-market 
to-day, and the discount-rates are all rather lower. ... It is not 
expected that any more gold will be sent to the United States yet." 

21st Oct. 480 J 2f-i% 

" The fall in the discount-rate has apparently caused the drain to 
the United States to recommence. " 

27th Oct. 480i 2i%-2|% 

" The money-market opened with a rather firmer tendency, the rate 
for three -months bank-bills being quoted 2i%, at which rate most of 
the day's transactions were effected ; but, in the afternoon, when it 
became known that a quarter of a million was being withdrawn from 
the Bank of England in American Eagles, 2|% was generally asked, 
and even higher rates were quoted in some quarters." 

From these comments (which are distinct evidence 
of the sympathy between discount and the exchange) we 
are led to infer that when the J^ew York rate is on 



Digitized by VjOOQIC 



XIX MONEY AND THE GOLD-EXCHANGES 119 

the verge of specie-point, not only will a further re- 
lapse of the exchange bring about immediate with- 
drawals, but also, that a fall in the London discount 
quotation will produce the same result ; and, as it has 
already been shown that a fall of discount here is usually 
attended by a decline of the continental gold-exchanges, it 
would be only natural to suppose that the American rate 
is subject to the same conditions. As a matter of fact, the 
true explanation rests on entirely different reasoning. 

The actual exchange between New York and London 
IS the cable-transfer rate ; but the rate that a banker 
bases his calculations upon, when deciding whether to 
order gold over, is that for 60-days sight paper, which 
is what he will remit in cover. Three factors, then, 
affect his calculation; namely, the price of gold in 
London, the price of a 60-day bill on London, and 
the rate of discount in London, and of these three 
the only one that admits of doubt is the latter, 
because although he knows what discount stands at 
to-day on the other side, he cannot be sure what it 
will stand at ten days hence, when his remittances 
are due there. As an uncertainty is what the banker 
dislikes above all things, he eliminates this element 
of doubt by " securing the rate," that is to say, by 
cabling his London correspondent to sell the bills " to 
arrive," deliverable, let us say, within a fortnight. 

Let us now suppose that at 4.83f there is neither 
profit nor loss on moving gold, but that a fall of Jc. 
would just suffice to turn the scale — 
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The 60-day exchange in New York stands at 4.80 
and the London discount-company quote 
bills "to arrive" at, say, 32% (which is of 
course higher than the spot price) 3 J ^ 

making the combined rate 4.83J 

so that, evidently, either a fall of the long exchange to 
4. 79 1, or a fall of the discount-charge to 3J% will be 
enough to start the outflow. 

It is obvious that, if the market can be made to 
follow the Bank, an upward movement of 1% in the 
official rate will be just as effectual in stopping an 
export to New York as though the exchange had 
suddenly risen a point. That the same measure also 
checks a drain to the Continent, by inducing bankers to 
buy up the over-supply of bills, we have already seen ; 
and though in the case of shipments for special pui-poses 
a high bank-rate cannot prevent the execution of a 
positive order to send gold, yet that it acts as a deterrent 
in the giving of such orders is proved by the fact that 
shipments of this description are fewer in number when 
discount is dear than when it is cheap. 

^ It is worth noting why the loss of interest on a 60-day bill at 
3i% p. a. should be set down as just 3| cents. The method of cal- 
culation is a very rough-and-ready one, but is quite good enough for 
most purposes. It is simply this : if you add 3 days' grace and 10 
days' course of post to the term of a 60-day bill, you get 73 days, 
which is exactly the fifth part of a year, and interest for the fifth 
part of a year on 480 cents is very nearly the same thing as interest 
for a whole year on 100 cents. Of course, a year's interest at 3j% on 
100 cents is 3| cents, and so on. 
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THE MONEY-MARKET AND THE GOLD-EXCHANGES 

{continued) 

How a bill-broker is affected by a rise of bank-rate. — Shipments of 
gold for special purposes cannot be foreseen. — The normal con- 
dition of most of the exchanges is favpurable to England. — 
Favourable exchanges do not necessarily bring gold. — Where 
our gold imports come from. 

If regard be had to the circumstance that discount- 
brokers work abnost entirely on borrowed capital, and 
that they employ the greater part of such loan-money 
in the discount of commercial paper, of which they are 
at all times large holders, the fact that a heavy export 
of gold should cause a flutter of excitement amongst 
them becomes quite intelligible without further ex- 
planation. 

The effect from their point of view of a rise of bank- 
rate (if such should be the anticipated result of the 
outflow) amounts to this : that the cost of all the money 
they have borrowed at once increases, and that the 
value of the bills in which they have invested that 
money at once decreases. Assuming that a broker's 
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bills, taken one with another, liave a little over six 
weeks, or say the eighth part of a year, to run (which 
is a fair average), the decrease, on a one-per-cent. rise, 
will amount to one-eighth per cent, on the total cash 
value of his bill-case. In other words, if he held a 
stock of 800,000/. and were forced to realize, it would 
make a difference to him of 1000/. whether he realized 
before the rate had gone up, or after. 

If a broker, then, should have taken in bills at the 
beginning of the week, with the intention of " running " 
them, and should have to re-discount on the Friday or 
Saturday, after bank-rate has gone up, he can only do 
so at a loss ; and as the bankers who have to pay for 
the gold which is going out are sure to want back some 
of their call-money, the probabilities are that he will 
have to re-discount. There is every reason, therefore, 
why brokers and discount companies should keep a 
vigilant look-out for signs of an imminent outflow. 

Unless they have special sources of information, they 
cannot, of course, possibly know that a banker in Buenos 
Ayres or Rio has ordered a shipment of sovereigns over 
for the purpose of speculating on the premium, or that 
the Russian Government has "called" some of its 
deposit-money and has asked to have it in gold. With- 
drawals of this nature take the market unawares, and 
must be classed among the risks to which the business 
is subject — all profit and no loss not being the rule in 
the discount-market any more than in other branches 
of trade. But when we come to withdrawals that 
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result from the ordinary action of the exchanges, we are 
treading on firm ground. To know when such are 
drawing nigh, the broker has but to watch the course 
of rates, and if he is caught napping he has no one but 
himself to blame. 

Naturally, therefore, when the French, or the 
German, or the American exchange is almost down to 
gold-point, the broker has to be cautious how he buys 
bills, and doubly cautious how he " runs " them ; and, 
as a matter of course, he takes in sail by raising his 
rate. On the other hand, if the exchanges are nearly 
up to gold-point he tries to secure as many bills as he 
can, and the market-rate falls. 

In the matter of withdrawals there is no necessity to 
keep watch on all points of the compass. Owing to 
the enormous amount that has to be remitted to this 
country from every quarter of the globe in payment of 
interest on money lent, and in payment of our exports, 
it is an extremely rare occurrence that the balance of 
indebtedness should be so largely against us as to call 
for settlement in hard cash. The normal condition of 
all the exchanges, with the exception of those specified 
above, and of India (which is always against us), is 
favourable to England, and, as a rule, it is only when a 
country raises a new loan here, or succeeds in shooting 
a load of its home-made railway or other securities on 
the London market, that the exchange veers round in 
its favour. 

A remarkable instance of this description occurred in 
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1889, when the Brazilian exchange stood at or above 
par during nearly the whole year; but this case was 
very exceptional. 

Though it may be taken as certain that a loss of gold 
must always result from the fact of any exchange 
whatsoever turning against us to the extent of the cost 
of transmitting metal, it does not follow that the con- 
verse holds true, and that favourable exchanges must 
necessarily bring gold. Some countries redeem their 
promise to pay in gold and some in silver; but the 
greater number refuse to redeem it at all. 

All nations of the Teutonic stocJc^ pay in gold on 
demand, and so also do France, Belgium and Switzerland ; 
but Asia employs silver, and the rest of the world lies 
under the bane of inconvertible paper-money. 

From only three capitals, in fact, can we expect to 
receive gold as a natural outcome of the exchange 
rising to specie-point : those three being Paris, Berlin 
and New York. The yellow metal also flows in from 
Australia,^ the Cape,^ and India, but in these cases it is 

^ The Teutonic Stock is divided into two branches, the Gothic and 
the Scandinavian. Under the former are included Germany, Holland 
and the English-speaking peoples ; under the latter, Norway, Sweden 
and Denmark. 

3 Until Australia had a mint of her own she sent us the raw material, 
gold dust, and we sent her the manufactured article, sovereigns ; but 
now that she makes her own coin, the banks ship sovereigns when 
they have no other means of remitting, so that gold comes partly as 
a commodity and partly in balance of the exchanges. 

^ It sometimes puzzles people to understand how it is that gold 
should be coming in from South Africa and at the same time being 
taken out of the Bank for shipment thither. The explanation is 
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sent, not altogether as money, but rather as a commo- 
dity, which goes to market like any other produce of 
their mines. 

For exchange purposes, France, Belgium and Switzer- 
land may be regarded as a unity, represented by Paris, 
while the Dutch, Scandinavian, Russian, and perhaps 
Austrian, exchanges may be considered as controlled 
from Berlin : that is to say, if bills on London become 
proportionately cheaper in Amsterdam or Stockholm 
than in Berlin, Berlin buys them, and if they become 
dearer, Berlin sells them. New York, of course, stands 
for the whole of North America. 

simple. Sovereigns are wanted there as a circulating medium, and as 
there is no mint at the Cape, the coin must be shipped. When 
Australia found that the annual cost of importing coin was suflficient 
to keep a mint going, she asked permission to erect one, and South 
Africa may some day do likewise. 
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XXI 

THE PARIS EXCHANGE 

Par and gold-points. — The upper gold-point is only nominal. — Effect 
of the double standard. — The Bank of France and the gold pre- 
mium. — Limit to the rise of the exchange. — The Paris Course of 
Exchange explained. 

With Paris the Mint Par of exchange, value for value 
in fine gold, is, 

25.22 (strictly 25.22^V)> 
and the gold-points are 25.15 to 25.12 against us, and 
25.32 nominally for us. 

In no case ought the exchange to sink below 25.12 
for a sovereign, because the sovereign itself, after paying 
all expenses of getting it over from London to Paris, 
would produce a better out-turn : but the superior limit 
of 25.32 has frequently been exceeded. 

The cause of the anomaly is the premium on gold 
charged by the Bank of France. In England, gold 
alone is a legal tender: but the monetary system of 
France being based on the double standard, either gold 
or silver may be tendered in payment of a debt, and 
the Bank of France is, therefore, at liberty to pay its 
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notes in five-franc silver pieces whenever it chooses. 
Its stock of metal is very large (at present over one 
hundred millions sterling), and is about half gold and 
half silver, the value per unit of the one to the other 
being taken at the ratio of 1 to 15|, which is equivalent 
to a price for silver of 60|^ pence per ounce. 

It is considered doubtful whether the statutes of the 
Bank of France would allow it to charge a premium on 
napoleons, as that would be tantamount to an admission, 
either that the silver had depreciated in value (which 
in theory is not recognized), or that the note itself was 
at a discount ; but it can put any price it pleases on its 
bar-gold and foreign coin. In this respect the practice 
of the Bank of England presents an exact parallel, for 
though bound to pay out a certain number of grains of 
gold on presentation of a 5/. note, the Bank need only 
give them in the shape of sovereigns, and if the holder 
asks for them in the shape of bullion or of foreign coin, 
it can, and in the latter case invariably does, make 
him pay a trifling premium. But though the Bank of 
France cannot make a direct profit on its twenty-franc 
pieces, there is said to be an understanding that persons 
requiring them shall pay by discounting first-class 
paper at bank-rate, instead of by presenting notes for 
encashment, so that an indirect advantage accrues to it 
on parting with them. 

When the exchanges are unfavourable, the usual course 
is to refuse payment of large sums in gold currency, 
and to put a premium, varying from one to six per 
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mille, on bars and foreign coin. To impose too high a 
premium would defeat the Bank's object, because if the 
exchange rises beyond 25.40 money-changera find it 
profitable to collect coin and export it; so that the 
country as a whole would be losing gold, even though 
the Bank retained its stock. 

The upper limit of tlie exchange is therefore 25.32, 
plus the premium ; but, if the premium be prohibitive, 
it is 25.32, plus the loss of weight on the best coin that 
can be collected, together with the cost of collecting it. 
In recent years the highest point touched has been 
25.45. 

The following is a Paris Course of Exchange : — 



3% 
4% 
4% 
4% 
6% 
5% 
6i% 



8% 

M 

4% 



Changes 



A 3 mois 



A conrte ecli^ance 



VALEURS SE NEQOCIANT A TROIS MOIS 

HoUande i 206* i 206| i 205| 4 2061 et 4% 

Allemagne 1 122} „ 122J ; 1221 „ 122| „ 4% 

Madrid 431 „ 434 , 431 „ 434 „ 4% 

Barcelone 431 „ 434 i 431 „ 434 „ 4% 

Portugal 400 „ 420 I 400 „ 420 

Vienne I 210i „ 21U i 210| „ 211} „ 4% 

Peterabourg ' 240 „ 242 ! 243 „ 245 „ 4% 



VALEURS SE NEGOCIANT A VUE 



Londres . 



Belgique. 
Suisse ... 
Italic 
New York 



Cheque. . 



25 18J tl 

A p. » 
515 



25 23J 

A p. 

2lp. 
520 



i 3J% 



25 13i a 25 18* 
25 15 J „ 25 20l 

i%p. » 5% p. » 3% 

I p. » 4 p. » m 

2} „ 2i p. „ 6}% 

516J „ 521^ „ 4% 



Escompte : Banque de France, 3%,— Avances, 3J. 



So far as compactness goes this is far superior to our 
London list, and, when once understood, is also clearer 
and conveys more information ; but, at the same time. 



Digitized by VjOOQIC 



XXI THE PARIS EXCHANGE 129 

it is not so clear as it might be, and needs a few words 
of explanation. 

It divides the exchanges into two groups. In the 
former, comprising Holland, Germany, Spain, Portugal, 
Austria and Russia, the bill, whatever its term, is taken 
at the three-months rate, and if shorter the diflference of 
interest is charged to the buyer, just as in London ; but 
instead of charging the diiference at the rate prevailing 
abroad, (given in the first column,) it is the Paris 
custom to reckon it in all cases at the arbitrary rate of 
4%. As the buyer, however, ought actually to pay 
interest at the foreign rate, he gives a little more for 
short paper if the foreign rate is over 4% and a little 
less if the foreign rate is under 4%. This explains 
why short paper (k courte ^ch^ance) is quoted separ- 
ately, and why in the case of Holland it is cheaper 
than full-term paper, while in the case of Petersburg 
and Vienna it is dearer. All the quotations are in francs 
for one hundred units of the foreign currency (except 
Spain, stated in francs of one hundred piastres). 

In the second division, comprising London, Belgium, 
Switzerland, Italy and New York, the bill, whatever its 
term, is taken at the sight-exchange, and difference of 
interest allowed to the buyer at the foreign bank-rate. 
As the buyer, however, is usually able to discount on 
the other side at less than bank-rate, he in that case 
compensates the seller of a long bill by giving him 
a better price for it, and full-term paper is therefore 
quoted separately. 
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Cheques on London also have a separate quotation, 
which is higher than the sight-basis, because the buyer 
saves the English bill-stamp and the loss of three days* 
grace. 

Belgium, Switzerland and Italy, having the same 
currency as France, are quoted at so much per cent, 
discount (p. = perte). 
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XXII 

THE BERLIN EXCHANGE 

Par and gold-points: — How the Reichsbank encourages imports of 
gold ; — And how it hinders exports. — The Berlin Course of 
Exchange. 

The Berlin Mint Par is 20.43, and the gold-points are 
20.51 to 20.53 for us, 
20.34 „ 20.32 against us. 

Germany, like ourselves, has the single gold standard 
(practically), and notes to any amount are paid in gold 
coin on presentation at the Head Office of the Reichs- 
bank in Berlin. 

It is noticeable, however, that the upper specie-point 
is not nearly so effective as the lower ; and that Ger- 
many, though quick to draw gold from us, is slow to let 
it out again. 

As to imports, the Reichsbank accelerates them by 
the simple and legitimate expedient of paying a better 
rate for foreign gold coin than the tariff-price of other 
State banks, and, in addition, by sometimes bearing the 
few days' loss of interest incurred in bringing the gold 
over. To circumvent exporters is doubtless a task of 
somewhat greater difficulty, but apparently not beyond 
accomplishment. In the first place the Bank imme- 
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diately parries the demand by putting up its rate, and 
secondly, in order to gain delay until the increased rate 
lias had time to act, gives the big banking-houses to 
understand, so it is said, that there are sometimes 
higher issues to be considered than mere profit, even in 
business matters, and that to weaken the national 
reserve for the sake of gaining a paltry half per mille 
or so will be regarded by it as an unfriendly and un- 
patriotic action. As the State bank is powerful for 
good or evil, there are few bankers in Germany who 
would care to run the risk of offending it, and hence its 
wishes are usually respected. 

Subjoined is a Berlin Course of Exchange : — 



WECHSEL. 


Not. 


vom 29. Decbr. 


30. Decbr. 




Amsterdam 100 fl. 


8T. 


168-10 b. 






do. do. 


2Mt. 


167-65 b. 






Brttssel nnd Antw. ., .100 fir. 


8 T. 


80-55 b. B. 






do. do. 


2Mt. 


80-25 b. 






Skandinav. Piatze..lOO Kr. 


10 T. 


111-80 G. 






Kopenhagen 100 Kr. 


10 T. 


111-80 b. 






London 1 LstrL 


8T. 


20-805 b. 






do. do. 


8Mt. 


20-22 b. 






Lissabon, Oporto Milreia 


UT. 








do. do. 


SMt. 


._ 






Madrid u. Barcel. 100 Pes. 


14 T. 


71-10 b. 






do. do. 


2Mt. 


69-60 G. 






New-York 100 DoU. 


vista 


418 b. 






Paris 100 fir. 


8T. 


80-65 b. 






do. do. 


2Mt. 


80-40 b. 






Pesth Sstr. W. 100 fl. 


8T. 
2Mt. 




— — 




do. do. 


WienSstr.W 100 fl. 


8T. 


172 b. 


172-35 b. 




do. do. 


2Mt 


170-40 b. 


170-75 b. 




Schweiaer Pltttie 100 ft-. 


10 T. 


80-50 b. 






Italien. Pltttiie 100 Lire 


10 T. 


78-55 G. 


__ 




do. do. 


2Ht. 


78-15 b. 


__ 




Petersburg 100 8.-R. 


SW. 


197-50 b. 


198 b. 




do. do. 


SMt. 


195-40 b. 


195-75 b. 




Warschau. 100 S.-B. 


8T. 


199-20 b. 


199 G. 





Bank-Disconto : Amsterd. 3, Berlin 4 (Lomb. 5, Privatdlsc. 2J b.). 
Briissel 8, London. 3J, Paris 3, Petersb. 6, Wien 5, Ital. PI. 5*. ScUweiz 5. 
Skandinav. Pmtze 5, Kopenhagen 5, Madrid 4, Lissabon 4, 
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which is so clear in its meaning that it is hardly pos- 
sible to misunderstand it. The letters following the 
prices are to distinguish between buying and selling 
quotations (G. = Geld = money : meaning buyers; B.= 
Brief = paper: meaning sellers), and to show the rates 
at which business has been actually done (b. = bezahlt 
= paid : meaning business done). 

" Lomb. 5," among the interest quotations, means 
Lombard Loans 5^, Lombard Loans are advances 
against Stock-Exchange Securities. 
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THE NEW YORK EXCHANGE 

Par and gold-points. — Is subject to fewer and less complex influences 
than the Continental rates. — In the autumn is usually against 
this country, but favours us during the rest of the year. — The 
fluctuations in 1891. 

The last of the three greau gold-exchanges is that 
with New York, the par of which is 

$4,866 = £1 ; or, 49iV^. = $l. 

the gold-points for and against us being respectively : 

about $4.89 J = £1; or, 49rf. = $l, 
about $4.83i = £l ; or, 49|<i. = $l. 

The monetary system of the United States is a study 
in itself, but the main fact is that the Treasury pays 
out gold on demand, and imposes no impediment to an 
export ; which is all we need enquire. 

In the case of the French and German exchanges, it 
was not attempted — beyond pointing out the magnetic 
influence of a high discount-rate— to supply any 
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special reason for the rise or fall, simply because, owing 
to the many-sided and complex nature of our business 
with the Continent, it is no more possible to account 
for the extent of the demand on a given day, or to say 
why money should be flowing on balance from Paris to 
London, instead of from London to Paris, than it would 
be to account for the quantity of traflSc in Cheapside at 
one o'clock in the day, or to explain why more vehicles 
happened to be passing in the one direction than in the 
other. Our transactions are upon so gigantic a scale, 
and the power of single influences is so greatly modified, 
partly by anticipation and partly by counteracting 
agencies, that we may almost assert that no single 
cause (with the exception, as already said, of the de- 
mand for investment) is in itself capable of producing 
any serious eflfect upon the ordinary course of the 
exchange, and that all movements are due to an ever- 
varying combination of causes. 

But in the case of the American exchange the forces 
in operation are fewer and less involved, and though it 
is never safe to lay too great weight on one particular 
influence, to the exclusion of all others, still there are 
certainly times when we can argue with some show of 
plausibility that this or the other is the dominant 
factor in raising or depressing the rate. It will be 
instructive therefore to examine the course of the rate 
for a year, and to see if we can suggest reasons for its 
fluctuations. 

Owing to the magnitude of our impoits from the 
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States, the creation of bills in connection with the ship- 
ments of com and cotton, &c. in the autumn is so great 
as to almost invariably turn the exchange against us 
from about August until December, but during the rest 
of the year it is mostly in our favour, and as a rule 
attains its maximum about April, that is to say, after 
the whole of the old crops have been paid for and be- 
fore drafts have been offered in anticipation of the new. 
These features are present in the accompanying repre- 
sentation of the exchange in 1891, but in so exagge- 
rated a form as to lead us to enquire whether any 
additional explanation can be put forward of the 
remarkable fact that the rate leaped up to the losing 
gold-point early in the year, remained there till mid- 
summer, and then fell precipitately to the gold-gaining 
point, from which it stood at only a sUght remove for 
the remainder of the twelvemonth. 

The spring, it may be mentioned, was marked not 
only by an unusual demand for London paper but, still 
more, by an altogether exceptional scarcity. Some 
months previously London had caught the infection of 
the " silver-boom,*' and had purchased large blocks of 
stock in the hope that the increased supply of currency 
created by the new Silver Bill would lead to a great 
inflation of prices ; but as that hope had been disap- 
pointed, and as the market here had had to contend 
first with the Argentine collapse and then with the 
semi-crisis of November, New York brokers were daily 
receiving heavy selling-orders from London, and had 
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to remit enormous sums in settlement. This, added to 
the requirements of ordinary trade, which were un- 
usually large owing to the imports that had been 
hurried into the country before the new tariflf came into 
force, went a long way to explain the enhanced demand ; 
but the remarkable dearth of bills that prevailed was 
more difl&cult to intei*pret It seems probable that 
there were two chief reasons : one being the fact that 
America, which had hitherto been a large exporter of 
silver, was under the new Act using up her current pro- 
duction, and the other being the probable withdrawal 
of banking accommodation occasioned by the difficul- 
ties into which the great commission business of the 
Barings had fallen — for there can be little doubt that 
American bankers must have been suddenly deprived of 
blank credits to a very large total, and that they would 
be unable to draw on London until they had concluded 
fresh arrangements here. However that may be, the 
fact remains that for upwards of four months America 
had to settle up with us in gold, and that the exchange 
only eased oflf when bills began to come forward in 
anticipation of the crops. With the advent of July, 
however, the situation completely changed. The largest 
harvest on record, combined with another " boom " in 
American Rails, caused such a glut of bills as to drive 
the exchange in a few weeks right over to the opposite 
specie-point. Then came our turn to liquidate in hard 
cash ; and by the end of the autumn a very large por- 
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tiou of the gold received in the spring had recrossed the 
Atlantic. 

The sudden advance noticeable about the middle of 
December may be ascribed with little hesitation to the 
demand for remittances to meet January dividends 
payable in London. 
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XXIV 

THE SILVER EXCHANGES 

The Indian currency system before and after 1835. — Value of the 
rupee. — The rate is always against us. — An easy way of finding 
the sight-exchange from the price of silver. — India Council 
Drafts. — The exchanges with China and Mexico. — The Mexican 
dollar. 

The leading silver-rate is that of India, which is 
quoted in pence for one silver rupee, the Indian 
ciurency-unit. Prior to 1835 a double standard was 
in force, the gold mohur and the silver rupee both 
being legal tender at fixed proportionate rates, just 
as the napoleon and the franc are at the present time 
in France; but the chief, almost the only, currency 
medium was silver. In that year the Indian Govern- 
ment, in conformity with the modem, and what it held 
to be the more correct, currency-doctrine, determined to 
resort to a single standard ; and in so doing had practically 
no choice but to adopt silver. From that time therefore 
the silver rupee has been the only coin of legal tender ; 
and the gold coins of India have become mere tokens, 
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the value of which is aflfected by every change that 
takes place in the relative value of the two metals. 

As the rupee contains 165 grains of fine silver, while 
an ounce of the standard metal contains 444 grains 
fine, the par with India is 

1 rupee = \^^l of the price per ounce of standard silver. 

This is of course a fluctuating par, and varies from 
day to day with the price of silver, with which it must 
necessarily keep step. 

The rupee exchange is always against us. As India 
sells much more than she buys, there remains, even 
after deduction of the amount payable in Europe for 
interest on government and railway loans, for pensions 
to old servants, and for the costs attendant upon the 
government of India in this country, a considerable 
balance in her favour, which has to be remitted in 
specie, and hence the exchange-value of the rupee is, 
under existing circumstances, invariably higher than its 
intrinsic value. It stands in fact at or near specie- 
point, which in the case of exports from this side is 
about 3^% above par. 

A useful and easily remembered formula for deducing 
the approximcde sight-exchange from the price per 
ounce of standard silver is to add % of a penny to f of 
the price. At 44 pence this gives Is. 4|^f. ; at 40 pence 
Is. 3§^. ; and so on. The actual rate being fixed by 
the equation of supply and demand, the iiile is given 
only for what it is worth. 

From 1873, when the action of the group of double- 
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standard countries, known as the Latin Union, broke 
the link that had hitherto subsisted between silver and 
gold, until 1890, when the United States began once 
more to legislate in favour of the white metal, the 
chief influence affecting the price of silver was the 
quantity of India Council drafts offered for sale. 
About a quarter of the total expenditure of India 
consists of payments in England, which are provided for 
by selling bills here drawn on the Indian Treasuries. 
These Council drafts, which amount to £16^000,000 
a year, more or less, are paid on the other side in rupees, 
and are bought here by merchants who have to make 
payments in India, and who would otherwise have to 
ship silver. Consequently, they provide a competing 
remittance with silver and intercept its outflow, so that, 
other things being equal, the larger the quantity offered 
for sale the lower the price of silver, and the lower the 
Indian exchange, the effect being much the same as 
though the Indian Government put bullion up for sale 
here. 

Its price, at the present time, depends chiefly on the 
course of events in the United States. 

Next to India the principal silver exchanges are 
those of China and Mexico, and these two are brought 
into connection by the curious fact that the piastre 
coined by the latter, the well-known Mexican Dollar, 
is also the chief medium of payment in the former. 
China possesses no national silver coin, but deals in the 
metal by weight, the unit being the Tael of 580 grains 
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Troy. In the provinces bordering on the sea the 
mercantile classes have for a long series of years made 
use in their commercial transactions of the silver pieces 
coined by foreign countries, and as experience convinced 
them that the purity of the Mexican Dollar could always 
be relied upon, it gradually came to be preferred to 
any other, and has long been the current money. Local 
custom and prejudice now render it almost impossible 
for any other silver coin to obtain a footing in the 
country. 

Mexican Dollars are quoted in London at so many 
pence per ounce, side by side with standard silver. 
Being about nine-tenths fine (against ^|^) they are 
worth intrinsically about one-fortieth less than the price 
of standard silver, {e.g. if silver stands at 40|rf. per 
ounce, Mexican Dollars should be 39|^., and so on,) but 
they are sometimes in such demand as to sell con- 
siderably better. The coin itself is worth, roughly 
speaking, ^ of an ounce of standard silver. 



Digitized by VjOOQIC 



XXV 

THE PAPER EXCHANGES 

Paper-money is in almost universal use. — Even if inconvertible, can 
be kept from depreciation if proper precautions are taken. — 
Cannot be exported. — Gold is dealt in like ordinary merchandise, 
and always stands at a premium. — The essential conditions of a 
sound system of paper-currency are elasticity and self-adjust- 
ment. — Inconvertible paper fulfils neither condition. — An over- 
issue may be accidental ; — But is usually wilful. — Inflation and 
its result. — A recent instance. 

The monetary unit of Russia is also a silver coin ; 
but this country, as well as Spain, Italy, Greece and 
Turkey, which have the double standard, and Portugal, 
which has the single gold standard, is under the rSgime 
of depreciated paper-money. 

Paper-money, as a convenient and economical sub- 
stitute for metal, finds favour in every part of the 
world to a greater or less extent, its use (not abuse) 
being at once a result and a test of the progress of 
civilization ; and wherever it exists in such denomina- 
tions as are adapted to the requirements of the people 
— wherever, that is to say, the unit does not exceed 
the amount that the average wage-earner can afford to 
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carry about in his pocket — experience shows that it is 
generally preferred to coin. 

That a note which may at any time be exchanged 
into cash at the will of the holder can never be of 
less value than the cash itself is perfectly plain; but 
that a note which is not exchangeable into cash, and of 
which the promise to pay on demand is only an empty 
form, should also be capable of being kept at par is not 
so obvious. It is quite possible, however, if proper 
precautions be taken: for so long as a country can 
manage to pay in produce for what it buys and borrows, 
without having to export hard cash; so long as the 
issue is proportionate to wealth, trade, and population, 
without being redundant; and so long as the issuing 
government is believed to be acting in good faith and 
keeping up a reasonable reserve of gold — ^there is no 
reason why an inconvertible note should not possess 
the same purchasing power and pass as freely from 
hand to hand at home as coin would. But it is of no 
use abroad. The foreigner has to be paid in a medium 
that he can use in his own country ; and, consequently, 
if there should be an unfavourable balance of indebted- 
ness, which has to be remitted in cash, the specie for 
that purpose will have to be purchased in the market, 
inasmuch as it cannot be obtained by encashing the 
note. Gold, under these circumstances, is dealt in like 
ordinary merchandise, and as those who make it their 
business to buy and sell the precious metals expect to 
earn the ordinary rate of profit on their capital, it 
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stands at a constant premium. There is no great harm 
in that, however, and while hardly any one feels so 
small a loss, the government may benefit greatly by 
the issue. 

The curse of inconvertible paper is over-issue. 

It is essential to a sound system of paper currency 
that it be elastic and self-regulating. It must auto- 
matically increase and decrease with the amount of 
work it has to perform. Cheques and bills form the 
principal currency of this country ; and on reference to 
the Clearing House returns it will be seen that, at 
those seasons and on those particular days when busi- 
ness is brisk, the quantity in circulation rises, and, 
when business is dull, falls. They multiply exactly in 
the ratio Ijiat transactions multiply. A cheque is 
created to do certain work, and, as soon as the work is 
done, it dies. So it is with convertible notes. Every 
quarter-day sees an increase in the circulation of the 
Bank of England, because many payments are then 
effected by note ; but immediately the notes have per- 
formed their task they drift back into the banks, the 
banks pay them in to their credit at the Bank of 
England, and they are cancelled. 

But a currency of inconvertible paper is not auto- 
matic. It possesses no elasticity — no power of self- 
adjustment — whatsoever. Once issued it never returns 
to the issuer, nor ever dies, and every increase of its 
volume is an increase for good and all. Let a govern- 
ment, then, issue up to what the country can readily 
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absorb (that is to say, up to the average total of coin 
and convertible paper that it could keep in circulation), 
and it matters little whether the note be convertible or 
not ; but let it once overstep the saturation-point, and 
the whole mass begins to depreciate.^ 

Over-issue may not necessarily be intentional; it 
may sometimes be accidental. In countries where the 
system of payment by cheque is unknown, the amount 
of currency required for use varies according to the 
state of trade, and the wisest of Finance Ministers is 
liable to be misled by an unwonted expansion ; for 
whenever business is good there is sure to be an 
urgent demand for " more currency," and it is natural 
to argue that the growing prosperity of the country 
ought not to be held in check for the want of instru- 
ments of exchange. If he accedes, and increases the 
issue, the consequence will be that, when trade con- 
tracts again, the currency will be redundant, because, 
instead of also contracting, as it ought, it remains 
stationary. 

In too many cases, however, the over-issue is wilful, 

^ Depreciation, it may be well to explain, does not mean that 
people run about oflFering to sell a dollar-note at half-price, or that 
they reckon it at only so many cents in buying and selling. The 
paper dollar, whatever it may actually be worth, is always called a 
dollar ; and when we say that it has depreciated we mean that its 
purchasing power has fallen as compared with that of gold, or, in 
other words, that prices expressed in paper have all risen. To measure 
the extent of the depreciation observe the market price of gold ; thus, 
if 100 gold dollars cost 200 paper dollars, gold reckoned in paper is 
at 1007o premium, and paper reckoned in gold is at 507© discount. 
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It is obvious that if a government, after Laving declared 
that the notes already in circulation should henceforth 
be inconvertible, insisted on paying out no more for 
supplies and salaries, &c., than came in from the taxes, 
depreciation would hardly be possible; but, on the 
contrary, it always begins sooner or later to pay out 
infinitely more than comes in. Inconvertible paper is 
simply a. forced internal loan; and there is something so 
fascinating in the idea of borrowing money without 
having to pay interest for it, and without having to 
repay the principal until it is quite convenient, as to 
prove absolutely irresistible. More money would pro- 
vide the army with new guns, the navy with new ships, 
the president with a new palace, the deputies with 
higher salaries ; it would give a fillip to trade, create 
plenty of work, and check disaffection. As more 
money can be had by simply turning a handle, the 
temptation at last becomes too great ; ministers swallow 
their scruples, the printing-press is set going, new notes 
pour out in a daily -increasing flood, and the govern- 
ment expenditure goes up by leaps and bounds. 

Or sometimes the issue is managed by a State Bank 
which is empowered to create notes up to, say, three 
times the amount of the specie held. For every dollar*s- 
worth of gold that it imports from London it can make 
three dollars in paper. Therefore, by simple rule of 
three, if it can employ the three fictitious dollars at 
10 per cent., it will earn 30 per cent, on its one real 
dollar^ There is thus a powerfiil inducement to lend 
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and speculators are not slow to take advantage of the 
opportunity oflfered them. Money is borrowed for all 
sorts of purposes, and on all sorts of security ; and a 
period of inflation sets in. Lands, houses, stocks, pro- 
duce — all things, in fact, that look cheap — are bought 
for the rise ; and prices — paper-prices — go up hand 
over hand. Gold being simply an article of mer- 
chandise, the paper price of geld goes up too, and 
with it the pi'icc of bills mi Zondmi, which are payable 
in gold. 

At first, people are too busily engaged in buying 
to sell again, to trouble much about the gold-premium, 
but the question soon forces itself upon their attention. 
A month ago it stood, say, at 70 ; yesterday at 95 ; to- 
day it is over 100, and very firm. Almost impercept- 
ibly a vague sense of impending danger begins to over- 
spread the market, and rapidly develops into that 
stand-frpm-under feeling which foreshadows a crisis. 
The scales fall from people's eyes. They now perceive 
that values have not really been rising, as they imagined, 
but that paper has been falling. Then the bubble 
bursts ; and inflation is at an end. 

But the mischief is not at an end. The vast over- 
issue, the entire mass of which is depreciated, can only 
be remedied by the wholesale cancellation of notes, 
and this it may take years of stringent economy to 
eflfect. It is well then for the country if the worst is 
known, and if the statutory gold-reserve has been 
preserved intact ; but that such is not always the case 
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is shown by the following extract from a Times 
telegram, dated 11th November, 1891 : 

" The original amount of State paper in Brazil was 
180,000 contos of reis, which stood at par, that is to 
say, the milreis was worth 27d. At present the milreis 
is only worth 13rf., which means for the country a loss 
of more than 50%. By the law the bank had to have 
one-third of the value of its notes in gold deposits, but 
that gold was carried away from the bank by Minister 
Barbosa. This fact, though denied at the time, has 
been publicly declared to be true by the present 
Minister of Finance, Baron Lucena, before the Com- 
mittee of the Chamber of Deputies. He not only con- 
firmed the fact of the withdrawal of the gold from the 
bank, but stated that the Government possessed only 
27,000 contos as a guarantee of a paper issue of 520,000 
contos." 
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THE PAPER EXCHANGES — (cOTdimced) 

The ordinary theory of fluctuations appears to need modification in 
the case of paper exchanges. — The simplest plan is to regard 
every rise or fall as due to a change in the demand and supply 
of the national currency. — What governs the value of the paper- 
unit. — Depreciation has no limit. — The eflfect of depreciation 
on trade. — The evil consists not in the extent of the de][>reciation, 
but in the violence of the fluctuations. — The classes that sufler 
most from it. — An imfavourable exchange tends to work its own 
cure. 

When once the depreciation of an inconvertible 
paper currency becomes an accomplished fact, some of 
the fundamental propositions on which the theory of 
the exchanges is built up will appear to call for recon- 
sideration. How, for instance, are we now to reconcile 
our conception of a par of exchange, or of a standard 
of value, with the new state of affairs ; and if we are 
at fault in our elementary definitions, what becomes of 
the superstructure which we have based upon them ? 
True, there is still the nominal metallic par to refer 
to ; but, except that it serves as a sort of standard by 
which to measure the extent of the debasement, it 
might for all practical purposes just as well be non- 
existent : and to tell the student that the specie par 
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with' the Argentine is about 48(i., but that the rate 
fluctuates at present between 12d, and 13d, is merely 
to add to his perplexity. 

The best and simplest way, in fact, of approaching 
the study of a paper-rate is to dismiss from the mind 
all preconceived notions as to pars and specie-points, 
or as to the nature and causes of normal fluctuations, 
and to seek the explanation of every rise or fall in 
some change in the demand and supply of the national 
citrreiicy. In reality, of course, every factor that affects 
a gold exchange also affects a paper exchange ; but the 
influence of these extrinsic agencies is so confusedly 
mingled with that of an increase or decrease of the 
note-issue, that it is impossible to disentangle them. 
Thus, supposing the Government enters the market as 
a buyer of bills on London for a million sterling to 
meet interest-payments, and that it pays for them with 
part of a fresh issue of $20,000,000 currency : if the 
exchange suffers from the operation, as it is sure to do, 
how are we to discriminate between the effects of the 
two distinct causes ? In other words, how is it possible 
to distinguish between the real advance in the price of 
London paper, owing to greater demand, and the 
apparent advance, owing to a fall in value (due to 
increased supply) of the medium in which the bills 
are paid for ? Obviously, we shall see our way much 
clearer if we regard every fluctuation of the exchange 
as being the result of a readjustment in the value of 
the paper-unit, and as nothing more. 
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The value of the paper-unit, which we now fell back 
upon, is dependent upon the quantity that has been 
forced into circulation, as compared, firstly, with the 
demand that exists for currency, and secondly, with the 
amount of metallic reserve upon which it is based. If 
trade improves, or the harvest is large, the gold- 
premium and the exchange improve, because more notes 
are required for actual use, so that some of the dead- 
weight is lifted oflF the market : and also because the 
country is enabled to pay what it owes abroad in pro- 
duce instead of sending gold. A new loan successfiilly 
raised abroad has the same eflfect, because it brings 
gold. On the other hand, unfavourable political or 
financial rumours, such as those of foreign war, internal 
commotion, bad harvests, commercial convulsions, &c. 
— anything, in short, that points to the probability of 
the Government having to spend more money — send 
up the gold-premium, because increased expenditure 
means further issues to make payments at home, and 
probably an export of gold to make payments abroad. 
To put the matter in a nutshell, paper-money is a 
promise to pay ; and as it derives its value from the 
hope that some day the Government will be in a posi- 
tion to redeem the promise, whatever tends to postpone 
that day diminishes its value. 

Depreciation, it is to be observed, always progresses 
far more rapidly in its later stages than it did at the 
beginning ; for the lower the value of the note the more 
the Government must issue to pay for supplies, and the 
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greater the issue the greater the fall. Nor has it any 
limit. Until the note descends to the value of waste- 
paper, we can never be certain that it has touched bottom. 
On the trade of the country, depreciation (and an 
unfavourable exchange, generally,) has much the same 
effect as a protective duty. It stimulates exports, but 
checks imports. If the exporter in Brazil sells coflfee 
here when the exchange is at 24 pence, his bill on 
London for £1000 will produce him 10,000 milreis; 
but if the exchange falls to 12 pence, as it did between 
November 1890 and November 1891, the same coffee 
will fetch 20,000 milreis, so that unless he is paying 
double wages and double rent, &c. — ^which is out of 
the question — he makes enormous profit. Hence, 
depreciation is always highly popular with the farming 
and mining interests (who have little to spend on 
materials, &c. imported from abroad, and whose chief 
outgoings are rent and labour), and they hail every 
fresh decline in the value of the currency as so much 
more money in their pocket. As to the importer, he 
has to raise his prices as fast as the exchange falls, 
because the lower the value of the note the more he 
must pay for his remittance on London. So great, in- 
deed, is the risk of loss in the import-trade, that many 
merchants suspend operations in this branch altogether, 
for fear of being ruined. They are afraid to buy on 
credit from England, because it is impossible to know 
how many dollars they may have to pay for a pound 
when the time comes for payment : and they are afraid 
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to sell on credit at home, because it is impossible to 
know what the dollar may be worth by the time their 
customers settle up with them. The evil, it is seen, 
consists not in the extent of the depreciation, but in the 
fluctuations of the exchange, and the oscillations to and 
fro in the value of property. Whether the exchange 
be high or low makes no matter, provided it will only 
keep so ; but when that which ought to be the firm base 
of commercial transactions is tottering and unsteady, 
neither debtor nor creditor can feel sure as to the value 
of the payment which will ultimately pass between 
them, and trade becomes a mere gamble. 

The chief sufferers by depreciation are, firstly, those 
who sold on long credit or granted long loans before the 
currency began to fall in value, or during the course of 
its fall, and secondly, the hewers of wood and drawers 
of water of the nation, who have to pay greatly en- 
hanced prices for many of the necessaries of life, while 
their wages are little, if at all, higher. The misery thus 
engendered among the peasantry and the minor salaried 
ofiicials is a constant source of danger to the Govern- 
ment, and not infrequently ends in revolution. 

The last point to be noticed is that an unfavourable 
exchange tends to work its own cure: for under its 
influence the country naturally buys less and sells more, 
which is precisely what is needed to place its finances 
on a sounder footing. Strange as it may seem, a 
recovery in value of the currency appears to occasion 
more distress than attended the depreciation. While 
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inflation was in progress, prices rose and all debtors wcro 
relieved of part of their obligations ; but appreciation 
adds to the burden of the debtor, and also imposes the 
formidable consequence of successive depreciations of 
all property arising from progressively falling prices. 
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THE PAPER EXCHANGES — {continued) 

Course of the Brazilian exchange from 1888 to 1891. — Why it fell 
after the Revolution. — The Italian exchange. — Causes of the 
rise. — The Spanish rate. — The Russian rate. — Value of the silver 
rouble. — Effect of the Crimean and Russo-Turkish Wars on the 
value of the paper rouble. 

In order to exemplify the instability of paper ex- 
changes, and the violence with which they are capable 
of fluctuating, the recent movements of some of the 
principal rates are shown in the adjoined diagrams. 

The first exhibits the Rio quotation on London for the 
four years 1888-1891. The Emperor was dethroned 
on 15th November, 1889, and for several months pre- 
ceding that event there was presented the remarkable 
phenomenon of an exchange above par (par is 27rf. per 
milreis) : that is to say, Brazilian credit stood so high 
that the paper milreis actually sold for more than the 
intrinsic value of the coin that it represents, and on more 
than one occasion the rate even attained specie-point. 
Immediately after the Revolution, however, the aspect 
changed. On the ground that the amount of money in 
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circulation did not appear to be sufficient for the re- 
quirements of trade, several new banks were created 
with power to flood the country Avith practically incon- 
vertible notes, and Brazil entered with zest on a veritable 
" Rake's Progress " : the stimulus given by inflation to 
the spirit of speculation and gambling being so great 
that, in a single fortnight, companies were brought out 
in Rio, the nominal capital of which amounted to 
upwards of £88,000,000. As many of the new under- 
takings had to buy their machinery and plant in Europe 
before they could commence operations, and as others, 
which had been formed to acquire going concerns, had 
to pay out the proprietors on this side, enormous sums 
of money were sent out of the country, and the demand 
for remittances so far exceeded supply that the exchange 
fell heavily and almost continuously. The outflowing 
stream was also swollen by removals of capital on the 
part of cautious people, who, fearing that the new 
Republic was following the downward course of its 
Argentine neighbour, hastened to realize and withdraw 
their wealth before it was too late. 

This is an ordinary example of depreciation following 
on over-issue, inflation, and financial mismanagement. 
The noticeable improvement in the middle of the year 
is due to the bills drawn on us against the coflfee crop, 
which comes to market in June and July. 

In Italy, where there has also been depreciation 
during 1891 — though only on the most trivial scale as 
compared with Brazil — ^we find the same currency 
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.system nominally as in France, and the par of exchange 
with England is 25.22; but the gold-basis was never 
tirmly established, and now exists only in name. Gold 
is bought and sold at a premium, and the country is 
under the " corso forzoso " of a paper-money, which is 
legal tender for all internal obligations. This money is 
the issue of six banks, which are supposed to keep a 
metallic reserve of one-third. The rise in exchange 
during the year, which shows a growing distrust of 
the note, appears to have been due to three chief 
causes : — 

1. The annual deficit in the national accounts, which 
is the price Italy has to pay for her elevation to the 
rank and dignity of a Great Power. Since joining the 
Triple Alliance she has been spending a great deal 
more than she can afford on her army and navy, and 
finds it increasingly difficult to make both ends meet. 

2. The banks which are responsible for the note- 
issue are said to have exceeded the legal ratio ; and 

3. The securities held by them against two-thirds of 
the issue are believed to be in some cases almost worth- 



. To these reasons must be added the fact that a crisis 
broke out in Leghorn at the end of March, and that 
several banking-houses had to close their doors. 

Italy is now pledged to severe economy; but the 
pledge has often been made before and as often broken. 

Turning to Spain, we find the position similar in 
nature, but far worse in degree. The same continual 
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failure to establish financial equilibrium is present, and 
the same propensity to overstep the three-to-one ratio 
in the issue of paper-money. The nominal par is about 
47.58 pence, according to our way of quoting the ex- 
change, and, according to theirs, 25.22 pesetas per £. In 
May the sudden fall was a reflection of the crisis in 
Portugal, while the steady decline in the autumn was 
due to the difficulty experienced by the Bank of Spain 
in keeping its circulation within the legal limits. 

Lastly, we glance at Eussia. As already mentioned, 
the monetary unit in this case is a silver coin — the 
rouble — but the actual currency consists of inconvertible 
paper, so that we have here to deal with fluctuations 
arising not only from over-issue, but also from the 
instability of the metallic basis. The coined rouble 
should contain 277| grains fine silver, making its value 
almost exactly five-eighths of the price per ounce of 
standard silver in London. 

For some years prior to 1854 the convertibility of the 
note was strictly maintained by a proper reserve of 
specie, and it stood at about SSd, ; but the Crimean War, 
the expenditure of which was largely met by fresh 
issues, which were declared inconvertible, brought it 
down to about 30d, and the Eusso-Turkish war 
reduced its value still further to an average of about 
24d The notes are denominated "credit bills," and 
the issue appears to increase or diminish without 
official notification. 

The heavy fall in the autumn of 1891 was occasioned 



Digitized by VjOOQIC 
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by the partial failure of the crops and the consequent 
prohibition of grain exports, which Russia largely 
depends upon to pay her debts with. The ukase for- 
bidding the export of rye was promulgated in August, 
and that forbidding the export of wheat towards the end 
of November : and in each instance the exchange at 
once relapsed. 



THE END 



Micfiard Clay d: SonSt Limited, London t£? Bungay, 
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Capital and Interest : a critical History of Economical 
Theory^ By EuoeK V.^ Bohm-Bawerk, Counsellor in the 
Austrian Ministry of Financey and Honorary Professor of 
Political Economy in the University of Vienna. Translated 
by W. Smart, Professor of Political Economy in the Univer- 
sity of Glasgow. 

8vo. Price 125. net. 

Contents 
The subjects dealt with in this volume are : The Problem 
of Interest— The Development of the Problem — The Pro- 
ductivity Theories-^The Use Theories — ^The Abstinence 
Theory — ^The Labour Theories— The Exploitation Theory ; 
and various minor systems. Dr. Bohm-Bawerk's own Theory 
of Interest is fully set forth in the author's later work, '* The 
Positive Theoiy of Capital/' but the essence of it is suggested 
in the present book. 

Opinions of the Press 

THE ACADEMY. — In a remarkable article on the Austrian Economists, which 
was recentiv contributed to the Quarterly Journal C(f Economics by Mr. James 
Bonar, he alluded to " the forthcomlne work of B5hm-Bawerk/' as one to which 
the leaders of an influential school looked hopefully for new light. The expected 
volume has now come forth, and appears to justify the announcements which 
heralded its advent. It makes some addition to the number of those generat 
ideas which it it the part of the economist to win from an analysis of human 
sMsdT9. These appropriate conceptions are expressed with peculiar clearness. 
• . . From his immense store of general learning, he winnows out those 
attributes which seem to him most useful. These may be described as corre- 
Monding pretty dosdy tp the results obtained by Professor Sidgwidc. . . . One 
01 the topics on which much new light is thrown is the relation between the cost 
of production, and the consumers* demand as factors determining value. . . . 
Hie general theory of supply and demand is applied with effect to the particular 
case of the labour market. The discussion is masterly. ... Of the two subjects 
which the double title covers, the nature of capitalization in general, and the 
determination of interest in the rigim* of competition, it is difficult to say of 
which the treatment is more original and profound. 

rSE St. JAMES'S GAZErtE.—MT. Smart's translation leaves little to be 
desired. We can confidently recommend this first volume to students who feel 
interest in its subject. 

The Positive Theory of Capital. By Professor 

EuGEN V. Bohm-Bawerk. Translated by Professor W. 
Smart. 

8va Price I %r, net. 
Contents 
This volume completes the work begun in the author's 
*' Capital and Interest." It is divided into seven books, the 
titles of which are : The Nature and Conception of Capital — 
Capital as an Instrument of Production — Value — Price — 
Present and Future — The Source of Interest— The Rate of 
Interest. '*The heavy p^rt of 'The Positive Theory of 
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Capital * lies," ^ays th^ authori " in the Theory of Interesl^ 
In the other parts of the subject I was able, at least on the 
whole, to follow in the footsteps of previous theorists, but for 
the phenomena of Interest I had to put forward an explana- 
tion which breaks entirely new grouna." 

Opinions of the Press 

tHB tlMES.—Mr, Smart has done hi« work excellently. His preface, 
analytical dijg^est, and the actual translation are all admirable. We have to 
thank him lor rendering accessible to English students a treatise which is 
certainly well worth attention as a specimen of contemporary continental 
thought, and which, although its central theory is based, as the author frankly 
avows, upon certain ideas of Jevons, has carried those ideas further and given 
them a special application. 

rHE MANCHESTER GUARDIAN.— V^ill not only secure, general attention— 
if not universal acceptance— for Prof. B6hm-Bawerk*s theory, but will Increase 
the growing admiration which is held in this country for the Austrian school 
of political economists. Mr. Smart's translation deserves much more than 
conventional praise. His work is capitally done. 

The Monetary Situation in 1897. By A. M. 

BoissEVAiN. Translated from the Dutch. 
8vo. Sewed. Price 25. net. 

Contents 
The Presidential Election in the United States in 1896 — 
The Situation in Europe — Bimetallism. 

Opinion of the Press 

LABOUR CO-PARtNERSBIP.—Mt, Boissevain, a Dutch Economist, sets forth 
his views of the actual state of affairs produced by the. use of silver for ^ 
vtandafd of value in some countries and o€ gold in others. .... « This bo<^ 
gives much up to date information, and deserves to be read by all who have 
already mastered the first elements of the subject. 

Malthus and his Work. By James Bonar, M.A., Balliol 
College, Oxford. 

8vo. Price i2St 6d* 

Contents 
This work is divided into five booksy the first of which deals 
with the genesis, history, and contents of the ** Essay on 
Population," while the second book treats of various aspects of 
economic theory. The next two books are on the moral and 
political philosophy of Malthus and On his critics ; and the fifth 
book presents a sketch of the philosopher's career.- 

Opinions op the Press 

rSE SPEC'TAtOR.-Wt has done his work of interpreting Malthus to the 
present generation extremely well. 

tHE ST. JAMES'S GAZEtrE.— Mr, Bonar has performed a useful service to 
students of political economy in presenting them with this careful account of 

the life and teaching of Malthus. Mr. Bonar writes with a thorough 

knowledge of the economist he is expounding. 
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Economic History of Virginia in the Seventeenth 

Century: An Inquiry into the Material Condition of the 
People, based upon Original and Contemporaneous Records. 
By rHiLip Alexander Bruce. 

In two Volumes. 8vo. Price 2$s. net. 

Contents 

A bibliography of literature relating to the subject is 
included in the work. The general subject falls under the 
following heads: — Economic Condition — ^Social Life — Religious 
Establishment and Moral Influences — Education — Military 
Regulations — ^Administration of Justice — Political System. 

Opinions of the Press 

tHB ESOLISH HlsrORICAL REFIEJr.—Mr. Bruce sticks almost austerely to 
the business-like side of his subject ; yet he wholly saves himself from dulness 
h^r the directness and force of his style, the remarkable skill with which he has 
arranged his heterogeneous material, and above all the clearness with which he 
sees and brings out the relations between the early economical condition of 
Vira^nia and wider historical issues connected therewith. 

€hS OVARDIAN. — ^We have here an excellent piece of historical work upon a 

subject of considerable interest He has accumulated a great deal of 

materialf and whilst it is learned it is also readable. 

fHK SAfURDAY REVlEW.-^We heartily recommend this book to all in- 
terested in the history of the seventeenth century. It gi ves every sign of laborious 
and thorough research. It shows that Mr. Bruce knows what are the matters 
which historians and economists are most interested in elucidating. 

Some Leading Principles of Political Economy 

newly Expounded. By J. E. Cairnes, M.A., LL.D., 
Emeritus Professor of Political Economy in University Collie, 
London. 

8vo. Price 145. 

Contents 

The Parts into which this work is divided are : Value — 
Labour and Capital — and International Trade. The author's 
aim was to strengthen and add consistence to the fabric built 
up by the labours of Adam Smith, Mai thus, Ricarck), and 
Mill. The book is generally regarded as in some respects one 
of the landmarks in the history of Political Economy in this 
country. 

Opinions of the Press 

1CHE 17ilfE5.—Containing his most valuable and original contributions to 
Eoooomic Science. . . . What strikes the reader is the power ti-ith which the 
author always keeps before himself the facts and operations which are symbolized 
or represented by the words he uses. 

9HE DAILY NEWS, -^Snch a work at this cannot be too widely read ; it i» 
ji masterpiece of its kind, and is one for which Prof. Caimes merits out 
warmest thanks. 
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The Character and Logical Method of Political 

Economy. By J. E. Cairnes, M.A., LL.D., etc. 
Second Edition. Crown 8vo. Price 6s« 

Contents 

The substance of this book consists oi lectures delivered 
ori^naliy in Dublin. The author's aim is to state the character 
of Political Economy as conceived by the great masters of the 
science, and to deduce the logical method appropriate to the 
investigation of its principles. His conclusions are fortified by 
the analogy of the method which in the physical sciences has 
been fruitful of such remarkable results. The lectures embrace 
the following subjects : — Introductory ; Political Economy 
— Of the Mental and Physical Premises of Political Economy 
and on the Logical Character of the Doctrines thence d^ducecl 
— Of the Logical Method of Political Economy — Of the 
Solution of an Economic Problem, and of the Degree of 
Perfection of which it is susceptible— Of the Place and Purpose 
of Definition in Political Economy — Of the Malthusian 
Doctrine of Population — Of the Theory of Rent. 

Opinions of thb Prbss 

TBB tlMES.—Tht most pawerful and exact of our recent political economists. 
• . . These vigorous and exhaustive essajrs, as remarkable for the energetic st^-le 
in which they are written, as for the firmness of the author's grasp of nis 
•ttbjects. 

tUE WESfMlNStER REVIEW.— Ihz book may be recommended to students 
as a safe guide to them through the mazy labyrinths which the earlier stag^ 
of the study present. . . . The whole inquiry is instructive in the strictest sense 
of the term, as every illustration selected by the author is itself fruitful in 
information. 



Essai sur Le Commerce. By Richard Cantillon. 

Reprinted for Harvard University. i2mo. Price 7^. net. 
Contents 

This IS a reprint of the ** Essai sur la Nature du Commerce 
en General," written between 1730 and 1734 by Richard 
Cantillon, a natural-born British subject, of the family of 
Cantillon of Ballyheigue, co. Kcrr>'. It was originally written 
in English, and translated by the author in its present form 
for the use of a French friend. Jevons calls the work the first 
treatise on economics, and it is one of the few books to which 
Adam Smith refers. 
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The A. B. C. of the Foreign Exchanges: a 

Practical Guide. By George Clare, Author of " A Money- 
Market Primer." With diagrams. 

Crown 8vo. Price 35. net. 

Contents 
What the ordinary man of business wants in a book on this 
subject is, as the author points out, '* a theory so stated and so 
illustrated as to be capable of being easily adapted to actual 
use." Mr. Gare has endeavoured therefore to "render his 
exposition as practical as possible," and has ''aimed at plain 
directness of statement, in order that he who runs may read, 
and, reading, understand." His subject is treated as follows : 
— ^The Theory of Exchanges — England Draws few Bills, but 
Accepts many — ^The Par of Exchange — ^The Rise and Fall of 
the Exchange — Gold-Points — The London Course of Exchange 
— ^The Terminology of the Exchanges — ^The Arithmetic of tne 
Exchanges — Foreign Bills in the Home Currency— The Long 
Exchange — Fluctuations of the Exchanges — ^The Continental 
Investment — Demand for London Paper — ^The Money- Market 
and the Gold- Exchanges — ^The Paris Exchange — The Berlin 
Exchange — ^The New York Exchange — ^The Silver Ex- 
changes — ^The Paper Exchanges. 

Opinions of the Press 

rHB JOURNAL OP THE INSfltUtE OF BANKERS.— Mr. Clare writes in a 
Incid style, and leaves upon the mind of the reader the impression that his 
knowledge is the outcome of a long practical training in the very operation he 
describes. 

THE OBSERVER.—The characteristics of this little boolc are simplicity and 
clearness— the highest qualities which a volume on this subject can possess. 

THE TIMES. "'A very lucid, accurate, and instructive account of the practical 
mechani.xm of the money market. ... In all essential respects, moreorer, the 
lectures are lucid, accurate, and laudably free from economical or financial 
lieresy. 

Speculations from Political Economy. By c. B. 

Clarke, F.R.S. 

Crown 8vo. Price 3r. 6d. 
Contents 
Nine articles are included in this volume, the object of 
which is rather to stimulate independent thought than to work 
out suggestions in detail. The subjects are: Efficiency of 
Labour — Reciprocity and Retaliation— Universal Free Trade 
— The Ransom of the Land — Making the Most of our I^nd 
— Free Trade in Railways— Reform in Land Law — Equalising 
of Taxation — The Wealth of the Nation. 
Opinions of the Press 

tHE SPECtAtQR.—Mr. Clarke's Is an interesting volume. 

THE SYDNEY MORNING HERALD.'-lt contains a good deal of feliciloasly. 
expressed thought, and not a little novelty. . . . Mr. Clarke's book wiH reps^y 
perusali even by tliose conversant with the works of the great ecoAomi&tv. 
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The Distribution of Wealth. By John R. Commons, 
Professor of Economics and Social Science, Indiana University. 
Crown 8vo. Price 75. net. 
Contents 
The author does not attempt to give in this volume a com- 
plete history and criticism of theories of Distribution. He 
has endeavoured to "cut a straight line through a tangled 
jungle, and to give merely a glimpse into the maze of conflict- 
ing opinions." He begins with a chapter on Value, Price, 
and Cost, and this is followed by chapters on the Factors in 
Distribution, on Diminishing Returns and Rent, and on 
Diminishing Returns and Distribution. A chapter on 
Statistical Data, and a concluding chapter, complete the 
volume. Ample references are given to the authorities on the 
various departments of the subject. 

Opinions of the Press 

7H£ PALL MALL GAZETTE.— Frofessor Commons' little book is an ex* 
cellent specimen of careful and thoughtful work. He is at once clear and 
instructive. . . . There is a freshness in his treatment of the well-worn topic 
of wealth-distribution which is enviable and not too prevalent. 

THE MANCHESTER GUARDIAN— The author has laid under contribution 
not only the Austrians but also the rising school of American economists, and 
the result is an extremely useful and sugg^tive book on this branch of economic 
science. - 

An Introduction to the Study of Political 

Economy. By LuiGi CossA, Professor in the Royal University 
of Pavia. Revised by the Author, and translated from the 
Italian by Louis Dyer, M.A., Balliol College, Oxford. 
Crown 8vo. Price Ss. 6d, net. 

Contents 
The original work, of which this is a translation, is the third 
edition of Professor Cossa's well-known " Guide to the Study 
of Political Economy," which was translated and published in 
Eng^land and America some years ago at the suggestion and 
under the auspices of the late Professor Jevons. The third 
edition was in reality a completely new book, and the present 
rendering of it has been ennched by the author with important 
changes and valuable additions. The work is divided into 
two parts : the Theory and the History of Political Economy. 

Opinions of the Press 

TBB TIMES.-^lta great meftt consists in its comprehensive historical survey 
of the progress and present condition of ecoifomical science in Europe, in 
England, and the United States, and in the sound, temperate and instructive 

judgment Which Professor Cossa brings to that survey It is full of sub« 

^ stance, and the translation is skilfully executed. 

THE DAILY NEWS*— Aa a survey, both concise and far reaching, of the 
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literature of political economy, Sirnor Co«ta'« book, which hat been tnmslated ~ 
from the Italian by Mr. Louis Dyer, of Balliol College, Oxford, it without a 
rival. 

rUB JTESfMlHSTER GAZF.ftE.— Prof eswT Cossa has done what has not, to 
our knowledge, been done before, and has done it wdU The book is a mine of 
knowledge. 

Researches into the Mathematical Principles of 

the Theory of Wealth, by AuGUSTiN Cournot, see 
Economic Classics Series, page 12. 

Outlines of Economic History. By Herbert Joseph 
Davenport. 

8vo. Price 8*. 6d, net. 
Contents 
Compiled by the writer to assist him in class-room work, 
this treatise should appeal equally to the student and general 
reader. Questions bearing on the discussions are given at the 
conclusion of the sections, which are divided according to the 
following headings: — Wealth — Economic Motive — ^Value — 
Cost of Production — Wages and Profits defined— Rent- 
Population — Capital and interest — Wages, Profits and Dis- 
tribution — Minor Market Movements — International Trade- 
Combination and Monopoly — Trades- Unions — Taxation — 
Currency — Value of Money — Gresham's Law — International 
Trade and Currency — Commercial Crises — ^Tariff Taxes and 
Prices — Economics as Art : The Competitive System — 
Co-operation and Profit-sharing — State and Municipal 
Ownership — Social Functions — ^ Population and National 
Survival — Fashion — ^Taxation — Eight-nour Day — Apprentices 
— Sweating System — Labour of Women and Children — Non- 
Employment — Currency, 

Opinions op the Press 

COMMERCE.— Xb a profound study it is laborious, subtle and exhaustive 

leaving as little more to be said as any previous writer has ever left his 

pages throughotit indicate careful thonght. 

THE 5COf'5Mi<N.-'Througbout the method of exposition is clear and foxcible« 
and the conclusions arrived at are sound. It shoula prove a useful text-book. 

Outlines of Elementary Economics. By Herbert j. 
Davenport. 

8vo. Price 35. 6d. net. 

Contents 

As in the foregoingj work of the author, the present text-book 

is supplied with copious questions at the conclusion of each 

chapter) so arranged as to adapt the book to the use of all 

students of elementary Economics in whatever grade of 
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advancement. The following is the list of chapto^:— The 
Scope of Science — Man and Environment — Utility and 
Wealth— The Factors in Production : Wages, Profits, Rents, 
and Interest — Value — Cost of Production — Rent of Land — 
Interest^ — W^^es and Distribution — Population — Money — 
The Competitive System — Population, Rent, and Socialism — 
Some Current Questions — Taxation — Consumption, Standards 
of Life, Fashion. 

Opinions of the Press 

THE l7JkfE5.— There are few better introdactions to economics than this 
nnpretentions vcdame, which is popular without being superficial, and iiduch 
brines the student into contact with real questions instead of plunging him into 
the darkness of verbal discussions. 

7HB SPEAKER.— This is a useful introduction to economic theory. 

The Labour Question in Britain. By Paul De Rou- 

siERSt Author of " American Life " ; with a Preface by 
Henri DeTgurville, Translated by F. L. D. Herbertson, 
B.A. 

8vo. Price 125. net. 
Opinion of the Press 

The spectator. — After mentioning this book in the same sentence with 
Herodotus, to say thjit it is intensely interesting would be a ridiculous anti- 
climax. It is hard to imagine a more pleasant sense of relief than the feeling 
experienced when one opens a ptmderous tome entitled " The Labour Question 
in Great Britain/' onlv to find that it contains a series of interviews with 
employers, foremen, labourers and their wives, with all the details of their 
surroundings and conditions sketched in a few skilful strokes. . . . The writer 
deserves our thanks for many interesting facts that are neglected by the ordinary 
inquirer, and for a suggestive theory lucidly worked out. 

The Finances of New York City. By Edward Dana 

Durand, Ph.D., late Legislative Librarian in the New Yoric 
State Library, Assistant Professor of Economics and Adminis- 
tration, Leland Stanford, Jr., University. 

Crown 8vo. Pric^ 7^. 6d. net. 
Contents 

PART L The Early City— Council Government under the 
Charter of 183a— The Period of Legislative Interference — The 
Tweed Ring. 

PART IL Assessment of Taxation — Special Assessments 
— City Property and Franchises — The Budget and City 
Expenditures — ^The City Debt — Audit, Account, and Financisn 
Responsibility. 

Dictionary of Political Economy. 5"^^ page 27. 
The Economic Classics Series. Edited byW. J. Ashley. 

Globe 8vo. Price 3s. net per vol. 
Select Chapters and Passages from the " Wealth of 
Nations " of Adam Smith, 1776. 
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The First Six Chapters of the "Principles of 
Political Economy and Taxation " of David Ricardo, 
1817. 

Parallel Chapters prom the First and Second 
Editions of an Essay on the Principle of Population. 
By T. R. Malthus, 1798 — 1803. 

England's Treasure by Forraion Trade. By Thomas 
MuN, 1664. 

Peasant Rents. Being the first half of an Essay on the 
Distribution of Wealth and on the Sources of Taxation. 
By Richard Jones (1831). 

The Mercantile System and its Historical Signifi- 
cance. Illustrated chiefly from Prussian history. Being a 
chapter from the '* Studien ueber die Wirthschaftliche Politik 
Friedrichs des Grossen." By Gustav Schmoller, 1884. 

Researches ikto the Mathematical Principles op 
the Theory of Wealth. By Augustin Cournot, 1838. 
Translated by Nathaniel T. Bacon, with a Bibliograpliy of 
Mathematical Economics by Irving Fisher. 

Reflections on the Formation and Distribution 
OF Riches. By Turcot, 1770. 

Forthcoming volumes will include subjects from the works 
of Child, Roscher, Brentano, Wagner, etc, etc. 
Opinions of the Press 

THB TIMES.— The useful series of Economic Classics. 

7HS DAILY NEIFS. ^Thc series of handy volumes .... of Economic Classics. 

THE SPEAKER.— Admimbly edited, and we think they will meet a real, and 
not an imaginary want. 

THE BOSTON LITERARY WORLD.— TYiC conrenience and value of such 
a series to many persons are evident. 

THE SATURDAY REVIEW.— h series that is designed to present the essential 
doctrine of the fathers of Economic Science in compact shape, so as to serve as 
a preparatory course to young students. If used aright, as introductory to the 
study of the subject and as stimulative aids to beginners, the series cannot but 
prove useful. 

The Economic Journal, The journal of the British 
Economic Association. Edited by Professor F. Y. Edge- 
worth and Henry Higgs. Published quarterly. 

8vo. Parts, price 55. net each. Part I., April 1S91. 

Volumes, Price 21s. net each. Cloth covers for binding 
volumes, 15. 6d, net each. 

The Quarterly Journal of Economics. Published 

for Harvard University. 

Royal 8vo. Price 2*. 6d, net per part. 

Vol. II. Parts II., III., and IV., price 25. 6d, net per part. 

Vol. III. — XL, each vol. consisting of 4 parts, price 25. 61/. 
net per part. 

Vol. XII. Parts I. and II., price 25. 6d. net per part. 
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Popular Fallacies regarding Bimetallism, By Sir 

Robert P. Edgcumbe, Bart. 

Crown 8vo. Price 35. 6d. net. 
Extract from Preface 
" I have selected the leading current phrasesi made use of 
by those who are oj^osed to the restoration of the joint 
standard of currency. These phrases embody the arguments 
monometallists rely upon, in their endeavour to maintain the 
existing monetary anarchy, and each of these arguments is 
examined in turn upon its merits. In putting to the test these 
several monometallist fallacies, I have striven to be condse, 
to use language dear and simple to those who have not made 
a study ofeconomic writings, and to base the prindple of a 
common and stable currency upon reason rather tnan upon 
the passing conditions of traae and commerce." 
Opinions of the Press 

rHE JOURNAL OF FINANCE.— Smites hip and thigh the upholders of the 
80<alled monometallic currency. The method adoptM is a very telling one, 
consisting as it does of selecting the current phrases made use of by those 
opposed to the restoration of the joint standard of currency and demonstrating 
their inherent absurdity. ... A clear and convincing style. 

7HE NATIONAL REVIEW.—Kn admirable performance. 

THB MANCHESTER GUARDIAN— It is marked by a freshness of tone which 
will be appreciated even by those on both sides of the controversy. 

Studies in Currency, 1898 ; or, Inquiries into 

Certain Modem Problems connected with the Standard of 
Value and the Media of Exchange. By the Right Hon. 
Lord Farrer. 

Denvy 8vo. Price 125. 6d. net. 
Contents 
The essays of this volume are chiefly on subjects connected 
with the questions of Bimetallism. Their principal object is 
to show how our system of currency works under the modern 
and ever-chaneing^ economic conditions. The subjects are as 
follows: — ^The Measure of Value and the Metallic Currency — 
England's Adoption of the Gold Standard — Bimetallism and 
Legal Tender — Gold, Credit, and Prices — The Quantitative 
Theory of Money and Prices — Bimetallism and the Foreign 
Exchange — Has the Gold Standard made rich men richer 
and industrious men poorer ? — ^The Weakness of Bimetallism 
and the Folly of a Conference — Shall we Degrade our Standard 
of Value? — Wanted, a Ratio— Bimetallism and the Indian 
Mints — Closing of the Indian Mints — Fall in the value of 
Silver — ^The Currencies of the World. Appendices : Tab4b 
showing production of Gold and Silver since beginning of 
16th Century — Diagram showing Relative Value of Gold and 
Silver since beginning of i6th Century — Diagram showing 
Relative Gold Value of the Rupee, and of Silver since closing 
of Indian Mints. 
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Manual of Political Economy. By the late RigbtHon. 

J^ENRY Fawcktt, M.P., D.C.L., F.R.S., Fellow of Trinity 
Hall, and Professor of Political Economy in t"he University of 
Cambridge. * 

Seventh Edition. Crown 8vo. Price I2s, 

Contents 
This well-known book has fot many years ranked among 
the classical works on Political Economy. The author does 
not profess to discuss all economic dbctnnes in full detail, but 
no important branch of the subject is omitted, so that the 
student has an opportunity of obtaining " a tolerably complete 
view of the whole science. The seventh edition was prepared 
by Mrs. Fawcett in accordance with Professor Fawcett's 
methods. Nothing on which a difference of opinion could exist 
was altered, but the editor brought all the facts and figures up 
to date, discarding such illustrations as seemed to be obsolete, 
and verifyinc^ the facts on which the arguments are based by 
reference to leading authorities on the various topics touched 
upon. 

Opinions of the Press 

TBE DAILY NEWS. — A work which, in some important respects, l« better cal- 
culated than any that have gone before it to interest the largest number of 
minds in political economy, $ind lay a broad, firm basis "for the further study 
of the science. . . . For several reasons we should like to «e& Mn Fawcett's 
▼olume very widely diffused. 

THE MORNING POS f.^Mr. Fawcett has condensed withrn a single volume 
<Sf moderate size, a full outline of political econon^^ ^nd b^ means .of the 
fanuliar exposition of the fundamental principles of the science has much 
facilitated its study. 

Essays and Lectures on Social and Political 

Subjects. By Henry Fawcett, M.P., Professor of Political 
Economy in the University of Cambridge ; and Mii;]:.icent 
Garrbtt Fawcett. 

8vo. Pric^ 105. 6d. 

Contents 
This volume includes part of a course of lectures d^ivered 
by Professor Fawcett at Cambridge in 187201) the Programme 
of the International Society economically considered. The 
lectures and essays, of which the latter have appeared in various 
journals and periodicals, are upon the following subjects : — 
Modern Socialism — Genetal Aspects of State Intervention — 
Free Education in its Economic Aspects — Pauperism, Charity 
and the Poor Law — Regulation of the Hours of Labour by 
the State — ISTational Debts and Prosperity-^ AgricuHural 
Labourers — Education, of Girb — Education of Womctei — 
Electoral Disabilities of Women — WKy Women require 
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Franchise — House of Lords— An American on Representation 
—Proportional Representation and Hare's Scheme explained. 

Opinions of thb Press 

THE DAILY NEWS. — In every respect a work of note and value. • . . They give 
expression to their views with great calmness and clearness. . . . They will all repay 
the perusal of the thinking reader. . . . We can commend the earnestness of tone, 
and the freedom from heat and prejudice, by wiiich their writings are characterised. 
They almost uniformly attain the rank of true philosophic discussion. 

THE NONCONFORMIST.— A valuable contribution to the literature of our day. . . . 
No one can read them without finding something on every page to perfect his 
political education. 

Political Economy for Beginners. By Millicent 

Garrett Fawcett. 
Eighth Edition. Revised and enlarged. Pott 8vo. Price 25. 6d, 

Contents 
Mrs. Fawcett here explains, for the benefit of beginners, 
the fundamental principles of economic science. In all cases 
her exposition is made as short and simple as possible, so that 
the book may be intelligible, not only to the general reader, 
but to boys and girls. Various improvements have been 
introduced in successive editions. 

Opinions of the Press 

7HE DAILY NEWS. — We cannot conceive a book more fitted for popularizing 
this knowledge than the clear, compact, and comprehensive treatise for which 
we are indebted to Mrs. Fawcett. 

tHE SPECtArOR.-^Mn. Fawcett's little treatise is perfectly suited to its 
purpose; it is clear, coods^ and lively, putting the subject in a way as suitable 
for boys as could be. 

First Lessons in Business Matters. By a Banker's 

Daughter. Author of the ** Guide to the Unprotected/' etc. 
Second JBditipn. Pott 8vo. Price li. 

Contents 
The author's intention in writing this little book was to 
state clearly and distinctly, in the most simple manner, how 
to write letters on business, keep accounts, invest and save 
money, pay taxes, effect a life insurance, make a will, etc., 
and help those who wish to help themselves. There are seven 
lessons, each dealing with matters about which inexperienced 
persons are likely to feel some difficulty. 

Opinions op the Press 

THE EVENING srANDARD.—A very useful guide book, that should find 
its way into everybody's hands, youog or old, for nothing can be better than ita 
mks for writinf Ictterg on business* keeping accounts* investing saved inoney« 
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the payment of taxes, eflPectlng a life insurance, and making a will, and helping^ 
those who want to Iiclp themselves. 

fHS PALL MALL GAZErTE.—Thtre are many ladies utterly ignorant of 
business who would find a guide like this of great service, and the writer has, 
we think, supplied a distinct want. The information given is as remarkable 
for its accuracy as for its clearness. 

Honest Money. By Arthur J. Fonda. 
Crown 8vo. Price 35. 6d, net. 

Contents 
The question of the difficulty of finding employment for 
labour and capital when both are anxious for profitable occu- 
pation, point, says the author, to a defect in the monetary 
systems. The present work is written with the object of 
discussing" the requirements for an honest money and discover- 
ing the faults or our present systems, and of the various 
schemes proposed for its betterment. The chapter headings 
give a more exact idea of the author's plan of treatment: 
Value and the Standard of Value — Money — Existing Mone- 
tary Systems — Stability of Gold and Silver Values — Criti- 
cism of some Gold-Standard Arguments — Foreign Commerce 
— Money in the United States — Some proposed Changes in 
our Monetary System — A new Monetary System — Hints 
and Objections considered. 

Opinions of the Press 

rns ECONOMIC l?Er/EJr. — Throughout clearly and tersely written; the 
argnoaents are well worked out, and althoueh we may hesitate to follow him into 
allhis conclusions, these latter are the result of a strong conviction of the value 
of his theory, and not of any distortion of facts. 

THE SCOTSMAN. — A contribution to the monetary and currency question 
that is worthy of careful reading. 



The Principles of Sociology : An Analysis of the 

Phenomena of Association and of Social Organization. By 
Franklin Henry Giddings, M.A., Professor of Sociology 
in Columbia University in the City of New York. 
Third Edition. 8vo. Price 12s, 6d, 

CONTBNTS 

'* An attempt to combine the principles of sociologv in a 
coherent theory." Book I. Elements of Social Theory. 
Book II. The Elements and Structure of Society, Book III. 
The Historical Evorution of Society. Book I V. Social Pro- 
cess, Law and Cause. 

Opinions of the Press 

rSB ECONOMIC REFIEfr.^HiM plenty of good ttnfFand interesting snggef 
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XJlTaEE.— "Htac fl w ii l i t tib Muu - ti^ai g «5eaCJic; itaswila 

1^£ 5TiXIiX?JD. — Ttnr anrrt jiyariajc r:i-^rr'Vrr*5cit* t3 ne BCaaxKaMe 
EtnatsEse <tf fnc:^ r«mi«e»« Ja^irc i«ca flsbie jx. rubbC peaasi. .... T^ 

T£[£ GX/^iU> JkU'J JL£iLjr£.— XiEs aUe anf " n ' - ' ^ ^ y^ ; ^ vcck. 

The Theory of Socializatioil : a Syllabus of Socio- 
logical Prindples for the Use ot Ccilegc and University 
Clasps. By Frakkus Hexkt Giddixgs, M.A., etc Wiih 
references to the third eduioa of the author's " Principles of 
Sociology.*' 

SvxiL Sevcd. Price 25. 6d, net. 

Co STENTS 

The Modes of Purposrvc Acti\-ity — ^Aggr^ation — ^Assoda- 
tjon — ^The Social Mind and Social Control — ^Sodal Oi^ganization 
—The Survival of Institutions. 

Opiviov of the Press 

THE XeW rORK IXDETESDEXT. — Is intended tobfing tD|pethcr in a series of 
short propositfcas tfaeorres npoa wtich his recent Toianie, "Tbc Pri n ciples o£ 
SocioIogT," i* based. Tboc^ of occc&sitr an erplanatorf and companion 
book to tbe larger vxwk, it contains matter not found in the ** Principles,** and 
for that reason, as also for its atteaipts to esCablisli sociolo^ as a wcU-dcfincd 
and cnboent tfaeoictical tcieoce, it tboaid prorc of oncommon intexest to all 
fttndcots of sociologT. 



Reports and Speeches on Local Taxation. By 

Rt. Hon. George J. Goschen, M.P. 
Medium 8vo. Price 5^. 

Contents 

The following are the contents of this well-known volume : — 
Local Taxation Report — Letter of Mr. Julian Goldsmid, M.P, 
— Mr. Goschen's Reply — Draft Report submitted by Mr. 
Goschen to the Select Committee on Local Taxation — Report 
of the Select Committee — Speech on Sir Massey Lopes* 
Resolution on Local Taxation, February 28th, 187 1 — Speech 
on Moving for Leave to bring in the " Rating and Local 
Government Bill," and the " Rating and House Tax Bill," 
April 3rd, 187 1— Abstract of the •• Rating and Local Govern- 
ment Bill "—Abstract oi the " Rating and House Tax Bill." 

Opinion of the Press 

tHE ATHEN^VM. ^Contaiininz a vast mass of Information of the highest 
Tal*^ compiled with Mr. Goschen s usual ability and industry. 
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A Guide to the Unprotected in Every-day 

Matters relating to Property and Income. By a Banker s 
Daughtkr, author of ** First Lessons in Business Matters." 
. Sixth Edition, revised. Extra Fcap. 8vo. Price 35. 6d. 

Contents 
Many ladies when suddenly called upon to undertake the 
management of their own affairs find themselves destitute of 
all knowledge— even the most elementary — relating to business. 
The >\Titer of this book comes to their aid, making it her aim 
to avoid technicalities, to give plain and practical directions, 
not only as to what ought to be done, but how to do it. After 
an introductory chapter, in which clear directions as to various 
subjects are given, there are chapters with the following 
headings : Money Transactions with Bankers — Cheques and 
Bills — The Funds and Leading Securities — Shares, Loans, 
and Mortgages— House Property — Miscellaneous — Keeping 
Accounts — ^Technical Terms used in Business. 

Opinion of the Press 

THE S?ECfAtOR.-^S\te has, we are persuaded, hit upon the right way to 
make her book really usef«il to the British spinster. Her Information is always 
correct and clearly stated, and we shall be surprised if results do not prove her 
to have supplied a real want. 

Wealth and Progress : A Critical Examination of the 
Wages Question and its Economic Relation to Social Reform. 
By George Gunton. 

Crown 8vo. Price 165. 

Contents 
In the first part of this book the author deals with " Increas- 
ing Production: Its Law and Cause." The second part is 
entitled,. **The Law of Wages Stated and Historically 
EsEtablished." In the third part *' The Principles and Methods 
of Social Reform " are discussed. 

Opinions of the Press 

rHE SCOTSMAN.—Mt. Gunton is known in the United States as a hard 
student of economic questions, and as a writer of high ability. That character 
is fully borne out by this volume. . . Mr. Gunton is an acute reasoner ; 
and on many branches of political economy he throws new liglit. He is, more- 
over, always interesting; and his refutation of Mr. George's fundamental 
tl\eory is complete. 

fHE WORLD (New York).— The book contains an immense amount of 
exact information regarding all branches of the subject, and will be valuable a» 
a book of reference to all students of economical questions even when they find 
it necessary to differ from his conclusions and dispute his premises. 

LA BIBLIOTHEQUE UNIVERSELLE.—On ap»rcciera I'importance de cet 
admirable ouvrage au simple expose des theses de rauteur. ... 11 dcmontre avec 
une Evidence panaite la faussete des principes enonccs par son illustrc com- 
patrlote, Henry George, rendant ainsi h la social humaine un service signal^. 



Digitized by VjOOQIC 



J9 

Trusts, or Industrial Combinations and Cpalition^S 

in the United States* By £rn$t von Halle. 
. Crown 8vo. Pri(pe 55. net. 
Contents 
The enquiry instituted by the author into the question which 
is the subject of this book is treated under the following four 
general heads : — ^The General Economic Development — ^The 
National Character — Legal Relations— Subjective Influences. 
Opinions of the Press 

rnE ECONOMIC JOURNAL.— This little volume will be found very useful a^ 
a. compendium of information in regard to Trusts. . . . The author has also 
summarized very clearly and fairly the opinions of those who attack or defend the 
Truflit 00 political Or economical grounds. 

COMM^RQM, — ^If the vague ideas now current are not rei^aced by deatr and 
precise notions, it will not be Mr. Halle's fault. . . « The well selected and well 
arranged collection of facts this volume contains. 

THE ATHENjBVM.-^A most valuable work on the tubject» which is of interest 
to every investor and every man of business. 

The Joint Standard : a Plain Exposition of Monetary 
Principles and of the Monetary Controversy. By Elijah 
Helm. 

Crown 8vo. Price 35. 6d. net. 
Contents 
This work is an attempt " to satisfy the needs of inquiring 
minds by stating, as simply and clearly as possible, the 
principles and the facts involved in the monetary controversy." 
The following are the Contents : — Money and its Functions — 
The Constituents of Money —Rationale of the Joint Standard — 
Does Increased Production of Commodities lower General 
Prices ? — Consequences of an Appreciation of Gold— rThe 
Metallic Basis of Credit — Declarations of Leading Authorities 
upon the Movements of Gold since 1871, and their effects — 
The Appreciation of Gold — Commercial and Industrial Effects 
— ^The Fall of Prices, the Theory of Over- Production, and 
Mercantile Mental Moods — The Fall of Prices and the 
Growth of Protectionism Abroad—Taxation, Fixed Charges, 
and Customary Prices — Wages, Wage- Earners, and the Cost 
of Living— Trade between Gold and Silver Standard Countries 
— India and the Monetary Question — Proposed Conversion 
of the Indian Rupee Debt mto Gold Debt — The Monetary 
Question in Germany, France, and the United States — 
Summary. 

Opinions of the Press 

THE FINANCIAL NEJf^S.—He was a friend and pupfl of Professor Jevons, and 
bis book is a valuable contribution to what has become. practticaliy the Jeading* 
controversy of the day. 

7HE TIMES.— It contains better work tlian is usually found in such treatises 
and is written clearly and coherently. 

THE SCOTSMAN.^Thc book contains a careful statement of the facts bearing 
on the controversy, with which students of the question ought to be fainihar. 



Digitized by VjOOQIC 



90 

The Physiocrats : Six Lectures on the French *<£conom- 
istes " of the i8th Century. By Henry Higos. 
Crown 8vo. Price 35. 6rf. net* 

Contents 
The lectures, delivered before the London School of 
Economics, deal with the subject under the following heads : — 
Rise of the School— The School and its Doctrines— Activities 
of the School— Opponents of the School — Influence of the 
School. 

Opinions of the Press 

THE ECONOMIC JOURNAL.— A graphic and vMd picture of the Physiocratic 
School and of its environment, of the influence which it exerted, of its principal 
exponents, of its friends and of its enemies. 

tHE T/MES.— With conspicuous learning and yet with admirable conciseness, 
and with a very efifective power of exposition, Mr. Hi^gs .... diseustts succes- 
sively the rise of the school, its doctrines, its activities, its opponents, and its 
influence. The result is a most interesting and instructive chapter in the history 
of economic thought in the last century, and of its influence, contemporary and 
subsequent, on the policy and structure of States. 

JOURNAL OF THE ROYAL STATISTICAL SOCIMrr.—The best history of these 
writers yet g^ven in English. ... A most compact, and learned, and instructive 
monograph on an important epoch in economic history. 

An Introduction to Modem Business Methods : 

Being a Guide to the Operations Incidental to the Trade of 
the United Kingdom, with the Customary Documents and 
Correspondence : a Reference Book for Business Men and a 
Text-Book for Commercial Students. The Home Trade. 
By Frederick Hooper, Secretary of the Bradford Chamber 
of Commerce, and James Graham, Inspector for Commercial 
Subjects and Modern Languages to the West Riding County 
Council. 

Second Edition. 8vo. Price 2s, 6d. 

Contents 
The Mechanical Operations of an Office or Counting 
House : Letters — Indexing' — Postage Book — The Telephone 
—Purchases and Sales — Invoices^Forwarding of Goods — 
Remitting Money — Receipts for Money — Correspondence — 
Precis Writing — Telegrams — Copying — Money — Banking — 
Cheques — Bills of Exchange — ^^Business Abbreviations — 
Important Postal Matters (annotated). 

Opinions of the Press 

COMMERCE. — ^Totho$e engaged in pnrely commercial pursnits we can favour- 
ably recommend this vohtme for study. Particularly interesting and instructive 
are the chapters on mediums of exchange, banks and banking, and bills of 
exchange. . . . An interesting volume. 

THE DAILY Wi*/!.— Everything is put very simply and very plainly, from the 
neatest style of addressing an en^-elope to the mysteries and pitfalls of a bill of 
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exchange. For a boy of say fifteen ]^ears, who is not above acquiring the 
Tudiments of the commercial craft he will have to practise, we can think of no 
more valuable introduction to his business career. 

EDUCAflON. — The matter is well arranged and clearly set forth, terms are 
explained, and the details are numerous without being burdensome. . . . The 
book is full of useful information, and it remains to induce those entering upon 
business to master its contents. 

Teacher's Companion to Modem Business 

Methods: The Homb Trade. By Fredk. Hooper and 
James Graham. 

8vo. Price 25. 6d. net. 
In the same Series will appear shortly volumes on " The 
Import and Export Trade " and ** Business Letters," besides 
others which are being prepared. 

The Conflicts of Capital and Labour Historically 

and Economically Considered : Being- a History and Review 
of the Trade Unions of Great Britam, showing their Origin, 
Progress, Constitution and Objects, in their varied Political, 
Social, Economical and Industrial Aspects. By George 
Howell, M.P., Fellow of the Statistical Society, Author of 
•* A Handy- Book of the Labour Laws,'* etc., etc Second and 
Rtvised Edition, brought down to date (1890). 
Crown 8vo. Price 75. 6d, 
Contents 
The first edition of this work was published in 1878. In 
revising it for re-issue the author was struck with the enormous 
changes which had taken place as regards industrial cjuestions. 
They were so great that the work had to be practically re- 
written. The subjects dealt with are: Guilds, their Origin, 
Essence, and History — Trade Unions, their Origin, History, 
and Development — ^The Objects, Aims, Constitution and 
Government of Trade Unions — Political JEconomy and Trade 
Unions — Apprentices and Technical Education — Piece-Work, 
Hours of Labour, Systematic Overtime — Intimidation and 
Picketing — Restrictive Rules of Trade Unions — Strikes, 
Foreign Competition — Labour in Coalition — Labour and 
Capital in Consultation, and in Alliance — Friendly Societies 
in their Relation to Trade Unions — The Present Position and 
Future of Trade Unions. There are also various Appendices. 
Opinions of the Press 

fHB TIMES.— The second edition of Mr. Howell's well-known book is issued 
opportunely at the present time, when the labour troubles that seem to be of 
periodical occurrence in the late summer have revived public interest in industrial 
problems of every kind. . . . Taken all in all, the book presents as comi^ete a 
view of the recent history and present relations of employers and employed in 
this country as is to be found anywhere. 

fHE PALL MALL GAZETTE, — A masterpiece of sound reasoning and useful 
information, and is essentially necessary for the understanding of the labour 
movement in this country. 
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••Theory of Political Economy "... is especially admirable both to student* of 
the subject matter of the work, and to those interested in the theory of sdentiAc 
method. 

Peasant Rents, by Richard Jones, see Economic Classics 
Series, page 12. 

The Statesman's Year-Book : Statistical and Historical 
Annual of the States of the World. Edited W J. Scott 
Keltie, Assistant Secretary to the Royal Geographical 
Society, with the assistance of I. P. A. Rbnwick, M.A., LL.B. 
Crown 8vo. Price I05» 6d. 
Contents 
This is not strictly speaking a work on Political Economy, 
yet as no library on the subject can be considered complete 
without a work of reference furnishing full and reliable 
statistics, this yearly publication may well be included as a 
book that should be in the possession of all students and 
general readers of Economics. 

Opinions op the Press 

7HB tlMES.—Vew boolu can be said to be indispensable. But among the 
limited number to which this praise can be given room must unquestionably be 
found for the Statesman's Year'Book. It fills a place in the reference literature of 
the world such aa no other publication of its kind, in any language, quite 
occupies. 

tHB SPECTATOR,— H is, as usual, the most important of all the books of 
reference for the politician and the statistician. 

THE WESfMINStER GAZEITE.—Ttit Yenr^Bool, for both the quality and 
accuracy of its information, has realty no competitor. 

'THE DAILY CHRONlCLE.^ln this issue he has surpassed himself. 

tHE St. JAMES'S (rJZErTE.— Continues to be the invaluable and admirable 
storehouse of reliable facts concerning all nations whidi it has already 
proved itself to be by thirty-four years of patient work on the part of its 
compilers. 

LB tEMPS. — Li Statesman's Tear-Book est une mine de reseignements tr^s 
pr^ieux sur radministration e la situation politique des differents £tat8 da 
Monde. 

The Scope and Method of Political Economy. 

By John Neville KeyneSj M.A., D.Sc, University 
Lecturer in Moral Science, and formerly Fellow of Pembroke 
College in the University of Cambridge ; late Examiner in 
Political Economy in the University of London. 

Second Edition, revised. Crown 8vo, Price 75. net. 
Contents 
-> This book is necessarily, to some extent, controversial ; but 
the author has sought, in the treatment of disputed questions, 
to represent both sides without prejudice. In an introductory 
chapter he dwelb on the nature and importance of the inquiry 
and on the contrasted conceptions of political economy as a 
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theoretical, abstract, and deductive science, and as an ethical, 
realistic, and inductive science. Then come chapters on the 
following subjects : — On the Relation of Political Economy to 
Morality and Practice — On the Character and Definition of 
Political Economy regarded as a Positive Science — On the 
Relation of Political Economy to General Sociology — On 
Definition in Political Economy — On the Method of Specific 
Experience in Political Economy — On the Deductive Method 
in Political Economy — On Symbolical and Diagrammatic 
Methods in Political Economy — On Political Economy and 
Economic History — and on Political Economy and Statistics. 

Opinions of the Press 

THE TIMES. — Mr. Keynes writes lucidly, and with extensive knowledge of 
hts subject. 

NATURE.— It is a matter for rejoicing that the task of connecting and 
supplementing all the authorities on all the methods has devolved on one so 
widely read, so impartial and exact. ... If the reader is under the necessity of 
confining himself to a single book upon the subject, the single book had best be 
that of Mr. Keynes. 

Parallel Chapters of ist and 2nd editions of 

Malthus' *♦ Principle of Population," see Economic Classics 
Series, pp. ii, 12. 

Principles of Economics. By Alfred Marshall, 
Professor of Political Economy in the University of Cam- 
bridge ; Fellow of St. John's College, Cambridge ; sometime 
Fellow of Balliol College, Oxford. 

Vol. I. Fourth Edition. 8vo. Price 125. 6d. net. 

Contents 

In this treatise, which already ranks among the classical 
works of Political Economy, an attempt is made ** to present 
a modern version of old doctrines with the aid of the new 
worki and with reference to the new problems* of our own 
age." Its general scope and purpose are indicated in Book I. 
In Book II. the author deals with some Fundamental Notions 
— In Book III. with Demand and Consumption — In Book IV. 
with -Supply or Production — In Book V. with the Theory of 
the Equilibrium of Demand and Supply — ^and in Book VI. 
with Value or Distribution and Exchange. ** In this edition 
several chapters have been rewritten ; chiefly in order to meet 
the need, which experience has shown to exist, for fuller 
explanation on certain points." 

Opinions of the Press 

THE TIMES.— Thia great treatise on Eqonomic Science bids fair to take for 
the present generation the place which Mr. Mill's work took for the generation of 
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forty jrean ago. It it a cootribation of capital Importance to th« higher literature 
of economic science. 

NATURB.—Thc uniformities of action resultine from such measurable motives 
may be regarded as tlie laws of motion in what Jevons called " the mechanics of 
Industry **— a science which Prof. Marshail has cultivated with more success than 
any of his predecessors, ovring to an unexampled combination of antithetical 
powers, the comprehensive grasp of mathematical reasoning, and the careful 
handling in detail of the obs^ed facts. . . . We should like to dwell upon the 
practical importance of these conceptions. But it is impossible here to analyse a 
worlc, almost every page of which presents a new idea. 

THE ANNALS OF THE AMERICAN ACADEMY (Prof. J. H. Giddings).— 
It does for political economy in the last decade of the nineteenth century what 
Smith did in the last qnarter of the eighteenth, and what Mill did after the 
discussion of two generations had apparently fixed the fundamental lines. It 
gathers and sifts the store of economic knowledge. It reconstructs the whole 
Body of doctrine on broader grounds, and in that new spirit, at once more liberal 
and more severely scientific, thai has characterised every department of thought 
In these later years. 

THE SAfURDAY /{eF/fifT.—This book is, without doubt, among the most 
important contributions to political science made by English auttora within 
recent times. 



Elements of Economics of Industry: Being the 

First Volume of Elements of Economics. By Alfred 
Marshall, Professor of Political Economy in the University 
of Cambridge ; sometime Fellow of Balliol Conege» Oxford* 
Second Edition. Crown 8vo. Price 3^. 6d. 

Contents 

In this volume the atithor seeks to adapt the first volume of 
his " Principles of Economics " to the needs of junior students. 
" The necessary abridgment," he says* ** has been effected 
not by systematic compression. so much as by the omission of 
many discussions on points of minor importance, and of some 

difficult theoretical investigations The changes in 

this edition follow those made hi the third edition of my 
' Principles/ " 

Opinions of thx Press 

rHE SATURDAY RErrBW.— A luCld, and in all wajra practical abstract. 
THE MANCBBSTER GUARDIAN.^-So far as it goes, this it out and away th« 
best manual on economics for a plain man to buy. 



The Right to the whole Produce of Labour. 

The Origin and Development of the Theory of Labour's 
Claim to the Whole Product of Industry. By Dr. Anton 
M BNQXR, Professor of Jurispitidence ifn the University of 
Vienna. Translated by M. E. Tannbr. With an Intro- 
duction by H. S. FoxwELL, M.A., Professor of Ea>nomics 
at University College, London. 

Crown 8vo. Price 6s, net. 
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England's Treasure by Forrai^ Trade, by 

Thomas MvN,see Economic Classics Senesi p. 12. 

Notes on Political Economy from the Colonial 

Point of View. By a New Zealand Colonist. (Mr. 
Frederick J, Moss.) 

Crown 8vo. Price 45. 6d. 

Contents 
The writer of this interesting and invigorating little work 
has for one of his objects to establish a clear conception of the 
distinction between Capital and Credit, in which are involved 
a variety of economic problems. The headings of the 
chapters are : Individualism, Its Rise and Fall— The Nation 
and Nationalism — National Wealth — The Creation of 
National Wealth — Capital and Credit — ^Joint Stock Companies 
-^Value and Price — Exchange. 

Opinions of the Press 

THE WESfMINSTER REriBW.—\n interesting and suggestive little book. 
It is interesting apart from its Intrinsic merits as representing the political and 
economic views of tlie advanced school in our most progressive colony, where 
so many social experiments have been tried, and, as a rule, with a success 
almost phenomenal. 

THE DAILY CHRONICLB.-^ls written in a vigorous, lucid style, highly 
attractive to the average mai). .... Interesting as indicating tne drift of 
opinion among the younger colonials of the Southern seas. 

Dictionary of Political Economy. Edited by R. H 

Inglis Palgrave, F.R.S. 
Med. 8vo. Parts I. to VI. Price 35. 6.(L net, per part. 
Vols. I. and II. (A— B, F— M), 21^. net, per vol. 

IVol, III. nearly ready. 

Contents 
The object of this Dictionary is to give an account of the 
position of Political Economy at the present time, and to bring 
together such references to history, law, and commerce as may 
be of use both in economic and in general reading. No work 
of an exactly similar nature exists in the English language. 
Among the contributors are Prof. W. Cunningham, Prof. F. 
Y. Edgeworth, Prof. J. S. Nicholson, Sir Frederick Pollock, 
Prof. Henry Sidgwick, and many other eminent writers. 

Opinions of the Press 
Of the first Volume 

rUE DAILY CBROmCLE.-^Evety stodent wHl feel that the cnterertse of 
Messrs. Macmillan is rendering a marked service to ecoaomics. .... When the 
present dictionary is completed, we shall possess* in coaveoiently a cct S M b to 
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form, not only ft handy encyclopaedia of names, dates, and terms, but also an 
almost exhaustive summary of economic literature and theory. 

THS DAILY ^f ITS.— Promises to be a work of authority and of great practical 
ntility. 

tHE NSW YORK INDRP RNDENT. ^V/hcn complete will be unique as tc 
range and plan in the English language. 

Of the second Volume 

THE AfHESMUM.-—\t would be quite needless to recommend these important 
▼olumes to the attention of serious students of economics, in whose best 
interests and by whose joint efforts they have been ax:tually compiled. 

THE DAILY CHRONICLE.— As a product of this ase of encyclopaedic know- 
ledge, " The Dictionary of Political Economy " is one of the monumental works of 
the period. Edited with gteat skill and Judgment, every article the work of an 
expert, the dictionary is of the utmost value to all political and economic 
students. 

7HE DAILY NEWS.—Tht second volume is not less renuirkable than iti 
predecessor for its vast range, the importance of the topics with which it deals, 
and the evidences which it everywhere presents of careful planning out and 

judicious selection of contributors Likely long to remain the standard 

work of its class. 

Pure Economics. By Professor Maffbo Pantaleoni; 
translated by T. Boston Bruce, Esq., of the Middle Temple ; 
Barrister-at- Law. 

Demy 8vo. Price los, net. 

Contents 
This work, having met with general acceptance in Italy, it 
is hoped may be welcomed by English Economists, and find 
recognition both for its comprehensive treatment of the 
subject and for its lucidity of exposition. The manual is 
mtended "as a succinct statement of the fundamental 
definitions, theorems, and classifications, that constitute 
economic sctencef properly so called, or Pure Economics." 
The subject is treated under three general heads ; The Theory 
of Utility — The Theory of Value — Application of the General 
Theory of Value to Determinate Categories of Commodities. 

Introduction to Public Finance. By Carl c. Plbhn, 

Ph.D., Assistant Professor in the University of California. 
Crown 8vo. Price 6s. 6d. net. 

Contents 
Intended as an elementary text-book, this work contains "a 
simple outline of those things which are necessary to prepare 
the student for independent research ; a brief discussion of the 
leading principles that are generally accepted ; a statement of 
unsettled principles with the grounds for controversy ; and 
sufficient references to easily accessible works and sources to 
enable the student to form some opinion for himself." The 
four parts into which the book is divided are : Public Expendi- 
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ture — Public Revenues — Public Indebtedness — Financial 
Administration. 

Opinions of the Press 

fHE PALL MALL GAZEtfE.^-Convlnang, condensed, and clear. 

THE MASCHEStER GUARDIAN.^A little work which ought to prove of very 
great use. 

THE LIVERPOOL POST.—A thoughtful elementarv text-book on a much- 
discussed, but little-understood subject The oook is a valuable one 

within its scope. 

Industrial Peace : its Advantages, Methods and Difficulties. 
A Report of an Inquiry made for the Toynbee Trustees. 
By L. L. F. R. Price, formerly Scholar of Trinity College, 
Oxford. With a Preface by Alfred Marshall, Professor 
of Political Economy in the University of Cambridge. With a 
portrait of Arnold Toynbee* 

Medium 8vo. Price 61. 

Contents 
In this Report, the material for which was collected in 
Newcastle-upon-Tyne, Mr. Price deals with three stages in 
the theoretical order in which the methods of industrial peace 
are developed. The first is Irregular Negotiations, as 
illustrated by a shipbuilding strike on the Tyneand the Wear, 
and the manner in which it was brought to a conclusion. The 
second stage is the creation of Boards of Arbitration and 
Conciliation, as illustrated by the manufactured iron trade of 
the north of England. The third stage is the establishment 
of Sliding Scales, as illustrated by the Durham and 
Northumberland coal trades. Each of these stages forms the 
subject of a chapter. In an introductory chapter the author 
dwells on the need of diversity of character in economic and 
industrial reform, and he indicates in the concluding chapter 
various industrial circumstances favouring peace. Professor 
Marshall, in the preface, deals with some of the more general , 
aspects of the question discussed by Mr. Price. 

Opinions of the Press 

THE ACADEMY. — Theory and fact are seldom so happily united as in this 
work. Professor Marshall, in an important preface, explains the rationale of 
arbitration and conciliation between employers and workmen. A theoretical 
exposition of this subject was much needed. It lies beyond the scope of the 

text*books, which, for the most part, assume a law of supply and demand 

For detailed illustrations we refer the reader to Mr. Price's exhaustive work. 
We must content ourselves here with the summary encomium that the book is 
worthy of the preface. 

THE PALL MALL GAZErrE.—The results of Mr. Price's investigations in 

Newcastle and its neighbourhood are embodied in this monograph, which by its 

fulness of matter and sobriety of judgment argttes most favourably of his 

future as an economist. Professor Marshall of Cambridge, supplies an 

• admirable preface explanatory of the scope of Mr. Price's work. 
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Tableau CEconomique. By Francois Quesnay. thirst 
printed in 1758, and now Reproduced in Facsimile for 
the British Economic Association. 

4to. Price 2& 6d, net. 

Contents 
This edition contains an explanatory Preface, and a biblio- 
graphy of the Editions of the '* Tableau," beside Quesnay's 
** Explication," and the " Extrait des (Economies Royales de 
M. de Sully." . . 

OpmiONs OP THE Press 

SCISffCE SIPtlNGS.—A remarkable document of consideiatble intrinsic value 
and BO saaall Ubliographical interest. .... The tableau remains indubitably 

the most oricinal and striking contribvtion to the theory of economics 

The value of this pamphlet te further enhanced by the inclusion of a commentary 
on the subject compiled by M. de Sully. - 

fHB ECONOMIC /?JKW*II'.— This is not the moment to estimate Quesnay's 
work, but only to notice with gratitude the beautiful reproduction by the French 
photogra - the Cambridge engraver. 

The Amerkan Foreign Policy : Three Historical 

Essays. By Ugo Rabbeno, Professor of Political Economy 
in the University of Modena. Second Edition. Partly re- 
written and entirely revised by the author. 
8vo. Price 125. net. 

Contents 
The author has in this work endeavoured to treat the subject 
impartially from a scientific and a historical point of view ; to 
apply the theories formed from the abstract study of the laws 
regulating international trade to the facts as they have 
gradually developed in the course of history; to compare 
theory and practice with the object in view of benefiting both. 
The three essays are entitled respectively : The English Com- 
mercial Policy in the North American Colonies— The Causes 
of the Commercial Policy of the United States— The Theory 
of Protectionism in the United States and the Historical 
Circumstances of its Development. 

Opinions of the Press 

THE ECONOMIC yoURNAL. — lio other book has attempted to cover the 
ground \vith the same completeness, and the present English version ourht to 
find a hearty welcome, and plenty of readers on both sides of the Atlantic 

rHE PALL MALL GAZETrE.-His studies have a wide general bearinir, and 
will be found extremely helpful by all students of the Free Trade Question, to 
whatever belief they may incline. 

L' ECONOMIST A.— MtTitaivSi certamente d'essere fatta conoscere al pubblico 
inglese e amcricano per-l'interesse storico e dottrinalc, chc presentano Ic rloerche 
-dell egregio Autorc , ... La traduzione .... 6 stata ese«;nita fedelmeitfe. 
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Eight Hours for Work. By John Rae, M.A., Author 
of "Contemporary Socialism." 

Crown 8vo. Price 45. 6d, net. 

COKTENTS 

The author was led to deal with this subject because he 
" could find no solid bottom in any of the current prognostica- 
tions, favourable or unfavourable, as to the probable conse- 
quences of a general adoption of an eight-hours' working: 
day." The best way of rinding out what would probably 
happen under the proposed system seemed to be to discover 
what had been its effect in those cases in which it had been 
tried — *• to learn how the ten-hours' day, and the nine-hours^ 
day, and especially the eight-hours* day itself have worked 
out where they have been in actual operation." *' The available 
evidence," says Mr. Rae, ** is unexpectedly copious, and its- 
teachin^r is unexpectedly plain and uniform." The questions 
dealt with are the following : — ^The Balance- Sheet of Short 
Hours — ^The Eight- Hours' Day at Work — The Reserves of 
Personal Efficiency — The Eight -Hours' Day and Foreigi> 
Competition — The Eight-Hours' Day and the Unemployed — 
Eight Hours' Work and Ten Hours' Wages— The English. 
Eight-Hours' Movement of 1833 — ^The Eight-Hours' Day in- 
Victoria — Eight Hours by Legislation. 

Opinions of the Press 

TBB 1YM£5.— Deals with a burning (question, and deals with it not by means- 
of barren speculations, but by investigation of facts. 

rUB DAILY CHRONICLE.— A very convioctng voldne, full of interest and 
Instruction, which ought to be in the hands of «very economic student. 

7HB DAILY TELEGRAPH. — An interesting and almost enthusiastic work. 
.... Mr. Rae has carefully sifted such evidence as he can obtain as to the- 
exact etfect of limiting the hours of labour. 

tHB ECHO.— It is a timely contribution to the discussion of the subject, and- 
is sure to make many converts to the cause of the short working day. 

fHB AtHEN^UM. — In large extent a reprint ol most excellent articles which, 
from time to time, have appeared in The Contemporarit Review, and have been 
read by everyone interested in labour 4]uestions. There are, however, in the 
present volume, chapters on the connection lytween hours and wages, on th& 
eight-hour movement of 1833, and on the present proposals for legislation, which 
are new, and which are up to the high level of the rest of the author's work. 

Principles of Political Economy and Taxation^ 

by David Ricardo. First Six Chapters, see Economic 
Classics Series, page 11. 

The Mercantile System, by Gustav Schmoller^ 

see Economic Classics Series, page I2* 



Digitized by VjOOQIC 



32 

Essays in Taxation. By Edwin R. a. Sblioman, Pro- 
fessor of Political Economy and Finance, Columbia Collie* 
8vo. Price 125. 6d. net. 
Contents 
The following subjects are included in the essays : — Develop- 
ment of Taxation — General Property Tax — Single Tax — 
Double Taxation — Inheritance Tax — Taxation of Corpora- 
tions — Classification of Public Revenues — Recent Reforms — 
Betterment Tax — Recent European Literature in Taxation — 
American Reports on Taxation. 

Opinions of the Press 

THE GUARDIAN.— l?roit6^r Seligman maketi his subject attractive because 
he writes out of the fulness of knowledge with unusual dialectical rigour, and 
in an admirably transparent style. 

rtf£ NEIV YORK OBSERVER.— All these subjects are discussed not merely in 
an academic way, but also on the basis of the facts and figures Yielded by oroer- 
vation and experience. Two general impressions are made by the book, namely, 
the difficulties that attend taxation, and the gradual emergence out of these into 
the light of established principles. The best refutation ever written of Henry 
George's doctrine of the single tax is given within the compass of thirty pages. 

Besides the thorous^ treatment of every topic and careful definitions 

of terms, American bibliographies of the corporation and general property tax 
and of reports on taxation, point the student to special lines of investigation. 

THE LEEDS MERCURV^-^Tht volume is one of those rare works which 
transcend all common praise 

The Principles of Political Economy. By Henry 

SiDGwiCK, Knightbridge Professor of Moral Philosophy 
in the University of Cambridge; Author of ** The Methods of 
Ethics." 

Second edition, revised. 8vo. Price 16s. 
Contents 
In the Introduction the author points out that during the 
last thirty years Political Economy in England has risen from 
the state of controversy on fundamental principles and method 
into that of an apparently established science, and again 
relapsed into the state of controversy. His special aim in the 
present work is " to eliminate needless polemics by a gfuarded 
restatement of traditional doctrines, with due recognition of the 
advances made in economic theory by recent writers." After 
discussing the scope of political economy and the method of 
economic science, he deals with Production, the subject of 
Book I. In Book II. he discusses Distribution and Exchange, 
and in Book III. the Art of Political Economy. The work has 
given rise to much controversy, which the author carefully 
considered in preparing the second edition. 
Opinions of the Press 

THE A fHENjEUM. —Probably no book on the subject since Ricardo's is more 
difficult reading, owing to the amount of solid thinking which has been 
exercised on it, and which/ in re^nro* it requires for perusal. 

tHE ^C^DEMK.— Unquestionably the weightiest book on the subject which 
has appeared in this country for some time. 
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An Introduction to the Theory of Value on the 

Lines of Menger, Wieser, and Bohm-Bawerk. By William 
Smart, M.A., Lecturer on Political Economy in Queen 
Margaret College, Glasgow. 

Crown 8vo. Price 35. net. 

Contents 
The theory set forth in this volunie is that enunciated by 
Menger and Jevons, and worked out by Wieser and Bohm- 
Bawerk. " I do not consider,'* says the author, *' that the last 
word on Value has been said by the Austrian school, but that 
seems to me no reason why the principles of the new theory 
should remain any longer beyond the reach of the ordinary 
English student." The application of the Value-theory to 
the theory of Distribution will be found in " Natural Value," 
Mrs. Malloch*s translation of Prof. F. von Wieser's " Natur- 
lichen Werth." 

Opinions of the Press 

THE SPEAKER.— Plsices before us in a concise form the view of the Austrian 
school on one of the most difficult questions of economic science. 

THE JOURNAL OF EDUCATION.— His introduction will be equally useful to 
» the student who has no time to master elaborate treatises on the theory of value, 
and to the student who desires to gain a clear general view of that theory before 
entering into its details. 

Studies in Economics. By William Smart, M.A., LL.D., 
etc* 

Extra Crown 8vo. Price Ss. 6d, net. 

Contents 

The author, who is a disciple and representative of the 
Austrian School of Economics, which looks upon the theory of 
value as the foundation of the science, here discusses the 
subjects of Wages, Currency, and Consumption. 

Opinions of the Press 

THE ECONOMIC JOURNAL.— Dt. Smart is the possessor of a literary style, 
which should redeem Economics in the minds of his readers from the common 

reproach of being dry and uninteresting The instinct of the business 

man may be traced, not merely in the style, but in the selection of subjects and 

in the method of treatment Few will rise from the perusal of this book 

without having learned something fresh, and much that is highly instructive. 

THE TIMES.— He conducts his arguments with no little dialectical skill, and 
he displays a wide acquaintance with recent economical literature and a marked 
sympathy with new social aspirations and ideals. 

NATURE.— He never fails to be interesting and suggestive, and he is, with 
rare exceptions, uniformly lucid ; and these are aualities as admirable as they 
are rare in combination. The economic student and — in a more especial 
degree — the practical man will find material for profitable reflection in the 
careful perusal of these interesting "studies." 

THE SATURDAY REVIEW.— Dr. Smart has a happy gift of presenUng his 
%rgumentsin an interesting and attractive form ; he is unmista*kably desirous 
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to keep in touch with actual fact, and to resolve problems, which Tex the mind 
•of tlie practical man ; and so far is he from being ut^progressive that he has 
fastened bis economic faith to the doctrines of a school which has only recently 
come into prominence in this country. . . . For the admirable and luminous 
manner in which, both in this book and in his previous writing, be hats tried to 
familiarize English readers with foreign thought, we have nothing but grateful 
praise. 

THE SPEAKER.— ^Both economic students and men of business will peruse the 
book with interest and advantage. 

rUE jyESfMINSTER REVIEJV.—Few will rise from the perusal of this book 
without having learned something fresh, and much that is highly instructive. 

THE ACADEMY.— Tins book deserves to be mentioned as far superior to the 
general rwn of the works dealing with economic and social problems which are 
M> numerous at present. . . « The author's treatment of his topics shows consider- 
able orii(inaIity and breadth of view. 

THE ^MORNING POSf.— Throughout, Dr. Smart discusses his abstruse pro- 
positions with a closeness of reasoning from which it is difficult to escape. 

Adam Smith's Wealth of Nations, see also under 

Economic Classics Series, page ii. 

Opinions of the Press 

THE SPEAKER.-^Admitaihly edited, and we think it will meet a real, and not 
an imaginary want. 

THE SATURDAY REVIEIV.— The "Adam Smith" selections before us are 
undoubtedly chosen with excellent judgment, and presented in a form that is 
admirably clear and well knit. The book comprises chapters and passages from 
fhe Wtalth »f NaiionSf selected with the aim of giving a genuine view of 
Adam Smith's economic philosophy. This object, we think, is realised with 
considerable skill, and we shall not demur to the editor's conclusion, that 
nothing is omitted that is essential to the *' real structure of Adam Smith's 
argument." 

Wages and Capital : An Exa^mination of the Wages 
Fund Doctrine. By F. W. Taussig, Professor of Political 
Economy in Harvard University ; Authpr of *' Tariff History 
of the United States, 1789- 1888/' "The Silver Situation in 
the United States,'* etc. 

Crown 8vo. Price 6s. net 
Contents 
' The work is divided into two parts : a statement of the 
author's views ; the History of the Wag-es Fund Discussion. 
The author has endeavoured to make hjs meaning clear, not 
only to those who have already studied Economic Theory, but 
to those who are new to the subject. The followincf are the 
chapter-headings: — Parti. Present Work and Present 
Wages — Capital and Wages-^Machinery of Distribution — 
. Elasticity of Wages Fund. Part H. Before Adam Smith — 
Adam Srnith — Immediate Followers of Adam Smith — Ricardo 
— From Ricardo to John Stuart Mill — ^Johti Stuart Mill — 
Longei Thornton, Mill, Cairnes— Wages Fund in Germany 
— Contemporary Discussion. 

Opinions of the Press 

tBE ^OaOMlG R£r/£fr.— The book is altogether a good one, and givea at 
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an interesting discussion of a question of great importance in its bearing on 
many of tlie problems tiiat occupy men's minds at present. Tiie ideas are- 
«rigiiial and -well tbougiit out, and whetlier we can agpree with them all or not 
it is always helpful to come across a new and well-considered statement of an 
old subject. It is well written and readable ... to be commended to the 
notice of ail who care to study the facts concerning capital and wages. 
. . tSLS ACADEMY. — Should be welcomed by the student of Economics as an^ 

example of skilful analysis and penetrating criticism. 

Reflections on the Formation and Distribution 

of Riches, by Turcot, see Economic Classics Series, 
page 12. 

The Wages Question : a Treatise on Wages and the 
Wages Class. By Francis A. Walker, M.A., Ph.D.^ 
LL.T)., etc., President of the Massachusetts Institute of 
Technology, Professor of Political Eeohomy and History, 
Sheffield Scientific School of Yale College. 
8vo. Price 85. 6d, net. 

Contents 
This treatise is divided into two parts, the first dealing with 
' Production and Population, the second with Distribution. It 
is strongly controversia.1 in form, but ** the fact is," says the 
author, '* certain 'doctrines- which I deem to be wholly 
unfounded have become so widely spread that one can make 
no progress, by so much as a step, towards a philosophy of 
wages without encountering them. 

Political Economy. By Francis A. Walker. 
Third Edition, Revised and Enlarged. 8vo. Price 12s, 6d* 

Contents 
This book belongs to the American Science Series^ 
. Advanced Qourse. The author goes over the whole ground 
of Political Economy, dividing his work into six parts. The 
following are the subjects : — Character and Logical Method 
of Political Economy--:Production— Exchange— Distribution 
— Consumption — Some Applications of Economic Principles. 

Opinioks of the Press 

tHE SAWRDAT REVIEW.— He may, indeed, be credited with having pro- 
duced a book which keeps ^luch closer to the facts than most treatises on 
political economy. 

THE ACADEMY.—TXit work is one which should command a good deal of 
attention. With the merits of brevity and clearnfess. It combines those of 
foroible statement and original thought. In a condenseid yti read^ibie shape it 
presenta all the chief doctrines hitherto ascertained in political economy, and 
summarises with great fairness the arguments on both sides on those points 
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which are mattert of debate rather than doctrine. ... It Is enoiiffa to say that, 
whether his views on these and other topics of economists are orthodox or 
heterodox, they are always ably stated and defended, and aenre to throw new 
light on the matter in hand. 

A Brief Political Economy. By Francis a. 

Walker. 

Crown 8vo. Price 6s. 6d, 

Contents 

An abridgment of the Third Edition of the author's 
*' Political Economy." It is intended to serve as a text-book 
in colleges and academies where only one term is devoted to 
the study of the subject. Some structural changes have been 
made, but the work of abridgment has been effected mainly 
through excision. 

Opinions of the Press 

NATURB.—DettTves to be received with the highest commendation as 
supplying a much-felt want in English literature of the subject. 

THE DUBLIN UNIVERSltY REVIEW,— A% a text-book for students we can 
thoroughly recommend it. 

First^ Lessons in Political Economy. By Francis a. 

Walker. 

Crown 8vo. Price 55. 

Contents 
Although this book is written for pupils of fifteen or seventeen 
years of age, the author has not thought it desirable ** to avoid 
words as long as are necessary fully to carry the meaning 
intended.'' His aim has been to arrange his topics clearly, to 
write simply and forcibly, and to make a literal use of concrete 
illustrations, drawn from facts of common experience or 
observation. 

Opinions of the Press 

tHE LltERARY WORLD.— The style is simple but not childish, and beginners 
in political economy who have long left high schools and academies may find 
the book useful. 

tHE GUARDIAN,— Thert is not a single passage in the "First Lessons" 
which is not quite comprehensible by beginners : this Is the more creditable to 
Dr. Walker because he has not shirked any important diflSculties. 

Money. By Francis A. Walker. 

8vo. Price Ss. 6d. net* 

Contents 

This work aims at being a systematic treatise on Money, 
and was written without special reference to the existing 
financial situation. The author discards the word " Currency, 
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the vagueness of which, he thinks, has done much to obscure 
the real issues in the controversies relating to money. He 
begins with the consideration of metallic money, and then 
passes to paper money, inconvertible and convertible. 

Opinions op the Press 

tHB £CO>rOM757'.— Painstaking, laborious, and states the question in a clear 
and very intelligible form. 

THE SCOTSMAN.— The book will be found full of instruction and suggestion 
to the student of the particular branch of economic science with which it deals. 

Money in its Relations to Trade and Industry. 

By Francis A. Walker. 

Crown 8vo. Price 75. 6d, 

Contents 
To a certain extent this work is an abridgment of the 
author's larger treatise on " Money." It is, however, more 
popular in style, and deals with many questions which lay 
beyond the scope of the earlier work. The subjects are: 
The Medium of Exchange — The Value Denominator, or 
Common Denominator in Exchange, usually called the 
Measure of Value — The Standard of Deferred Payments, 
usually called the Standard of Value — Metallic Inflation, or 
the Effects of an Increase of Metallic Money —Metallic Con- 
traction, or the Effects of a Decrease of Metallic Money- 
Silver and Gold as Money — Modern Bi-metallism — Govern- 
ment Paper Money— The Abuses of Government Paper Money 
— Bank Money — English Bank Money and the Act of 1844 — 
Bank Money in the United States. 

Opinion of the Press 

TH2 SCOtSMAN,— The book will he found full of in^mction and suggestion 
to the student of the particular branch of economic science with which it deals. 

International Bimetallism. By Francis A. Walker. 

Crown 8vo. Price 55. net. 

Contents 

The author, who is a well-known champion of Bimetallism, 

treats his subject from a wide-minded standpoint, regarding it 

without prejudice or passion, an advantage which should 

recommend his work to many readers. The chapters are: 

Early Production of the Precious Metals — Augustus to 

Columbus — Bimetallism in England, 1666-18 16 — French and 

American Bimetallism to 1851 — French Bimetallism to 1873 — 

Demonetization — The Great Debate — Review and Summary. 

Opinions of the Press 

fas WONOMIC JOURNAL»—He is plain and he is direct; and his argument 
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te«Mjrt»'grMy, mnA free h^m tuVtlety. .... Tbf "man in the street/' who- 
U prone to diumss himetalliim as beyond his comprehension, will be robbed of 

hU excuse, when he reads this book To the great l)ody of bystanders, who 

' ate waiting for the guidance of the eceoonUc expert, this able, lucid and 
pertuaslre statement of the case for international bimetallism may be com- 

mended We believe that in economic circles it promises to take its place 

as a text-book for students, along with othM writings from the same pen. 

rHE BOSTON LITERARY WPo/JID.— Will talce rank at once as the most 
authoritatiTS essay, of moderate dimensions, on this great qiiestion of the day 
from the bimetallist side of the controversy. 

Bad Times : An Essay on the Present Depression of Trade, 
tracing it to its Source in Enormous Foreign Loans, Excessive 
War Expenditure, the Ind-ease of Speculation and of 
Millionaires, arid the Depopulation of the Kural Districts, with 
Suggested Remedies. By Alfred Russel Wallace, LL. D.,^ 
F.R.S. 

Crown 8vo. Price 2** 6d. 

Contents 
The title of this book sufficiently indicates the general nature 
of the contents. A personal explanation by the author may, 
however, be noted. " This ^eems," he says, '* the proper 
place to state that twelve years of the writer's early life were 
spent in active employment as a land-surveyor and valuer, 
during which time he lived chiefly among farmers and country 
people in various parts of England and Wales. The interest 
in agricultural and rural life then acquired has been supple- 
mented by observation and study during recent years ; and in 
now coming forward as a writer on the land question, he is not 
— ^as is i^enerally assumed by his critics — taking up a new and 
unfamiliar subject, but is returning, ^th wider experience and 
tnore matured judgment, to one which occupied much of his 
attention during the best years of his early life." 

Opinion of the Press 

^HB oilARDIAN.— This is a very interesting book. Both professed political 
economists and thegeneral reader will find in it ample material for reflection. 

The Alphabet of Economic Science. By Phiup h. 

WiCKSTEED. Part I.. Elements of the Theory of Value or 
Worth. With Diagrams. 

Globe 8vo. Price 2s. 6d* 

Contents 

The author's object in this elementary treatise is " to bring 
Economics down from the clouds and make the study throw 
light on our daily doin^ and experiences, as well as on the 
great commercial and mdustrial machinery of the world/' 
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He adopts, and seeks to enforce and illustrate, the guiding 
principle of Jevons's "Theory of Political Economy." 

Opinion of the Press 

Prof. F. Y. Edobworth in tHE ACADEMY.— On the important subject which 
tbi8 manna I introduces, it is the best educational treatise known to us. 

Natural Value. By Fribdrich von Wieser, Professor in 
the German University of Prague. Edited, with a Preface 
and Anal3rsis, by William Smart, M.A., LL.D., Lecturer 
on Political Economy in the University of Glasgow. The 
Translation by Christian A. Malloch. 
8vo. Price los, net. 

Contents 

The subjects discussed m this volume are : The Elementary 
Theory of Value — Exchange Value and Natural Value — ^Thc 
Natural Imputation of the Return from Production — The 
Natural Value of Land, Capital, and Labour — ^The Natural 
Cost Value of Products — and Value in the Economy of the 
State. The theory of value of which Professor von Wieser 
and other Austrian economists are now the chief exponents, isi 
as the editor of the present translation explains, the Final or 
Marginal Utility Theory, best known in this country through 
the work by Prctfessor Jevons published in 187 1. In *' Natural 
Value Professor von Wieser carries the whole theory, with 
its applications," says Dr. Smart, ** to a higher level of com- 
pleteness." 

Opinions of the Press 

tHE 'TIMES. — Of the school of Austrian economists which has applied itself 
to the elaboration and -utility of that theory of value known as "The Final or 
Marginal Utility Theory," which the late Professor Jevons was one of the first to 
expound in this country. Professor von Wieser, of Prague, is one of the most 

distinguished leaders His work on Natural Value is the latest and most 

complete expoflitibn of the whole theory. As such it will be welcomed by all 
serious economical students in this country. 

THE SCOTSMAN. — The translator's work is' admirably done, and the editor 
endorses Its etery word .... It is a inine of charactierlsticallv German hard 
thinking and close reasoning. ... It is not too much to say that few readers 
who msike any -progress in the mental excursion on which the German Professor 
sets out will uiil to experience the fascination of which his editor is so clearly 



An Examination, of the Nature of the State : A 

Study in Political Philosophy. By Westel Woodbury 
WiLLOUGHBY, Ph.EX, Lecturer in Political Philosophy in the 
John Hopkins University. 

8vo- Price 12s, 6d, 

Contents 
This treatise, in its attempt to determine the grounds upon 
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which the authority of the State may be justified, shows 
clearly the distinction between essential nature and mere 
appearance, and discriminates between the legal and political 
character of institutions and forces, and their actual operation 
in the arena of civic life. The chapters include the following 
subjects : — Preliminary Definitions and Distinctions — Origin 
of the State—The Contract Theory— The True Origin of the 
State — The Nature of Law — Analytical Jurisprudence — ^The 
Power of the State — Nature of the Composite State — Location 
of Sovereignty in the Body Politic — The Aims of the State — 
Governments: their Classification — Recapitulation: Present 
Political Characteristics and Tendencies. 

Opinions of the Press 

tHE ECONOMIC REVIEW*— 1\)\» book must be regarded As a serious and 
thoughtful contTtbntion to the scientific study of politics. . . • It has the merit of 
arousing reflection and stimulating criticism. 

tHE OXFORD MAGAZINE.—Thi^ book would be a useful one for students 
taking up Political Philosophy for the I. C. S. 

'THE NEW YORK INDEPENDENT. —\t is not often that we have to notice a 
work on the nature or philosophy of the State which in penetrative analysis, or 
in reconstructive generalization, will compare with this. 



SOCIAL ECONOMY 

The Training of Girls for Work : An Expression 

of Opinions. , By Edith A. Barnett, Author of " ~ 
Mrs. Gold : an Episode in the Life of a Cause," etc. 



Contents 

The following chapters, written with bright good-sense, 
constitute this useful work : — The Girl's Health — Girls' 
Schools — A Girl's Character — Household Work — Professional 
Work — Professional Wages — ^The Girl's Money — Marriage — 
The Girls' Mothers. 

Opinions op the Press 

TffE T/MB5.— Entirely without pretence and deaRng only with subjects she 
understands. Miss Barnett has a healthy scorn of shams and conventionalities, 
and withal a firm grasp . on the realities of life and the responsibilities of 
conduct, which lends a fine ethical fervour to her blunt and outspoken exhorta- 
tions. . . . Few mothers can read it without profit, and few daughters without 
advantage. 

fHE DAILY CHRONICLS.^thehest contribution to the subject we have seen ; 
it is written in a style which the public, to which it is more especially offered, 
will keenly appreciate, and it Will not fail to bring a sense of comfort aad 
guidance to parents. 
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THE NEW YORK CRJflC.^To any woman perplexed by the responsibilitie* 
attending; the education of girls this book should be a valuable help. It fs 
eminently practical. 

Pauperism : A Picture, and the Endowment of 

Old Age : an Argument. By Charles Booth. 
Crown 8vo. Price 55. Cheap Edition. 8vo. Price 6d, sewed. 
Contents 
The basis of this work is the investigation of pauperism 
carried on by the author in the Parishes of Stepney, St. 
Pancras, and Ashhy-de-la-Zouche. "Questions as to the 
true volume of pauperism, and especially of old age 
pauperism, as to the method to be adopted in enumerating 
paupers, and as to the relative advantages of different plans 
of affording them relief, came into prominence while my 
inquiry was proceeding. The second part of this book consists 
of an argument in support of one of these proposab, and some 
suggestions regarding its practicability." 

Opinions of the Press 

tBE A€ADEMy,—Tht first part of the book, the Picture o( Pauperism, Is one 
that must always retain its historical value, even when its utility for practical 
purposes shall have long since passed away. 

THE REVIEW OF REVIEWS.— Mr. Booth's appendices are monuments of 
painstaking industry. This volume will materially assist in enablingthe general 
reader to understand somewhat of the immense complexity of the pauper 
problem. 

THE ECONOMIC REVIEW.-^A work which is indist»ensable to the student of 
the economic and social condition of the lower strata of the labour-classes. 

tHE SATURDAY REVIEW.— This convenient and most readable volume 
will, we hope, be in the hands of everybody. ... A volume of ascertained facts 
and solid reasoning. 

Life and Labour of the People in London. 

Edited by Charles Booth. 

8vo. Price 7s, 6d, net each volume. 
[Case of five accompanying Maps. Cr. 8vo. Price 55.] 

Contents 

Vol. I. East Central and South London— Vol. II. Streets 
and Population Classified — Vol. HI. Blocks of Buildings, 
Schools, and Immigration — Vol. IV. The Trades of East 
London— Vols, v., VI., VII., and VIII. Population Classified 
by Trades — Vol. IX. Comparisons, Survey, and Conclusions 
(with an Abstract of Vols. I.-IX.)- 

Opinions of the Press 

THE TIMES.— Th^ first true account of the economy of London life, is virtually 
linished ; and were Mr. Booth t« stop at the point which he has reached, he 
would have more than. fulfilled his promise. He could say with pride that he 
had ilone for the greatest of cities what no previous inquirer had done for any 
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community ; that he had cleared up many problems hitherto veiled is otectvity; 
and that hie had prepared the way of the economist and tlie plUlantluroirftt more- 
titan any half>aozen Royal Commissions. For the first time, thanks to- 
Mr. Booth, one half of the world of London may know how the other half lires. 
. . . I4is closing chapters are models of temperate, judicious statements. 

THE DAILY MAIL.-^Ht has accomplished a very great piece of work, and die 
vast store of trustworthv facts which he has accumtuated and classified, provide 
material which can be ^und nowhere else in so comprehensive a form, and upon 
which the philanthropist, the econsmist, the municipal reformer, and the 
practical politician must necessarily depend for their future deliberations on this- 
important and complex subject. 



The Aged Poor in England and Wales — Con- 
dition. By Charles Booth. 

Extra Crown 8vo. Price Ss. 6d. net. 

Contents 

Mr. Booth here tries to bring together and arrange for 
ready reference and comparison all the official statistics, 
relating to the condition of the Aged Poor of England and 
Wales. With these statistics, and deductions drawn from 
their comparison , are collated reports from local authorities 
in all parts of the country. As to conclusions, he says, ** I do- 
not seek to do more than suggest the way in which they may 
be reached." This volume provides an itinerary of highways 
and bywa3rs, and indicates the principal points of interest, but 
leaves its readers to use their own eyes and form their own 
opinions on the journey they are invited to make. 

Opinions op the Press 

THE TIMES.— An immense repertory of facts. 

rtJB DAILY NEJVS.'-Mt. Charles Booth has completed another of those- 
semiarlcable bosks on the life of the Poor which will give him an enduring name 
in the social history of this country. 

THE SfANDARD.—\Whait the observations and calculations of Kepler were to> 
astronomy, Mr. Charles Booth's patient collation of facts will, we trust, prove- 
to be to the department of social science which he has made his own. 



Aspects of the Social Problem : By Various Writers. 

Edited by Bernard Bosanouet. 

Crown 8vo. Price 2s, 6d. net. 

Contents 
The essays contained m this volume are contribtrted by the 
Editor, and Messrs. H. Dendy, M. M'Calium, and C. S. Loch, 
all of whom have gained experience in the field of social 
philanthropv, and whose common principle arises from the 
conviction that the tone of the masses b influenced by eacb 
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individual person, and that " Society as a whole is a structure int 
which will and character * are the blocks with which we build/ "" 
The essays are entitled as follows: — Duties of Citizenship — 
Children of Working London — Protection of Children — 
Position pf Women in Industry — Marriage in East London — 
Industrial Residuum — Character in its Bearing on Social 
Causation — Old Pensioners — Pauperism and Old Age^ 
Pensions — Meaning and Methods of True Charity — Some 
Aspects of Reform — English Poor Law — Administration of 
Poor Relief — Returns as an Instrument in Social Science — 
Socialism and Natural Selection — Principle of Private Property 
—Reality of the General Will. 

Opinions of the Press 

tHB ^IMBS. — Thes« very interesting essays .... cover a wide field of 
observs^on and reflection. 

tHE 5TilJ*rDilRD.— Thoughtful people who are seeking in any way to brighten 
and better the lot of the poor will find many suggestive statements and practical 
hints in this group of singularly able essays. 

THE DAILY NEWS. — One of the most important works on the social problems, 
which we have had since the appearance of the Fabian Essays. 

r//E NEW YORK INDEPENDENT.— \W^ regard these essays as, upon the 
whole, of very great value, and heartily commend them. . . . The book should 
be owned by everyone interested in social progress. 

Rich and Poor. By Mrs. Bernard Bosanquet. 
Second Edition* Crown 8vo. Price 3^. 6d. net. 
Contents 
This useful and now well-known work has jiist reached its 
second edition. The object of the author is to inspire old and. 
new workers with a knowledge of " the underlying unities and 
principles which are capable of bringing order and a higher 
life into an apparent chaos." The first part describes the 
Parish and its Institutions — ^The Family and its Income — 
Women of the East. The second part comprises suggestions 
for workers under the heads: Natural Links between Rich 
and Poor — On Giving Money — Amongst the Children — Local 
Responsibilities — Charity. 

Ofinions of the Press 

^HE ECONOMIC JOURNAL.-^To Economic readers in general .... the 
book has something to convey of instruction and suggestion. 

rHE CHARIfY ORGANISATION REVIEW.— She never loses her calm judg- 
ment or her sense of true proportion. 

fHE SPEAKER. — Her book is a brilliant literarj[ performance; it should be in- 
the hands of every worker, and its interest— artistic and hunaan— is such that 
we trust it will be widely read by many who are not workers and will lead them* 
at least to discriminate in their* charity, and to pay some attention to the- 
Working of the machinny alike of poor relief and of local government. 

The Standard of Life and other Studies. By- 
Mrs. Bernard BosANauET. Crown 8vo. Price 35. 6d. net. 
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The Unemployed. By Geoffrey Draob, Secretary to 
the Labour Commission. 

Crown 8vo. Price 35. 6d, net. 

Contents 
The work is divided as follows: — Part I. ClassiHcatipn of 
Ajfencies dealing with the Unemployed — Part II. What has 
been done hitherto to solve the Problem of the Unemployed — 
Part III. Nature and Cause of the present Distress — Part IV. 
What can be done in the future to Solve the Problem of the 
Unemployed. 

The Evolution of Industry. By Henry Dyer, C.E., 
M.A., D.Sc. ; Honorary Principal, Imperial Collec^e of 
Engineering, Japan ; Life Governor, Glasgow and West of 
Scotland Technical College ; Master of the Institution of 
Naval Architects, etc., etc. 

8vo. Price 105. net. 

Contents 
The aim of the work is to stimulate individual investigation 
of the subject, and to indicate the method of studying social 
problems with a view to controlling undue haste in charges of 
administration and legislation. Chapter-headings are : Con- 
ditions of Development — Early Corporate and State Regula- 
tion of Industry — Individual Industry — Trade Unions — 
Position of Women — Co-operation — Municipal Control — 
Modern State Control — Industrial Training — Modem In- 
dustrial Guilds — Industrial Integration. 

Opinions of the Press 

^HE tiMES.-'A thou^tful and suggestive contribution tot^-anU the study 
of many of the social and economical questions of the day. . 

THE PALI MALL GAZETTE.— Th<t'Wotk is sound and solid, and gives a very 
sensible efstimate of Bie tendencies of the time. 

THE SEW YORK OBSERVER.— It is weU written and q«ite readable^ 

The Poor and their Happiness : Missions and 

Mission Philanthropy. By John Goldib. 
Crown 8vo, Price 3^ . 6d. net 
Contents 

Philanthropy — The Churches Influence on Philanthrophy — 
The Political Philanthropist and the Claim of Ri^ht—The Old 
and New Philanthropists: the Gospel of Discontent and 
Socialism — A Chapter of Advice: Individuality, Habit, 
Imitation — LabourT-The Submerged Tenth-*S6iiie Missions : 
Attitude of the Poor towards tHe MissionT— A Se^me^tal 
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Mission — A New Philanthropy — Nature as an E<lucator; 
The Duties of the New Philanthropist— The New Philanthro- 
pist as Doctor and Nurse. 

Homes of the London Poor. ^By Octavia Hill. 

Second Edition. Crown 8vo, Sewed. Price if. 

Contents 
Cottage Property in London — Four Years' Management of 
a London Court — Landlords and Tenants in London — ^The 
Work of Volunteers in the Organization of Charity — Co- 
operation of Volunteers and Poor- Law Officials — Why the 
Artizans* Dwellings Bill was wanted^Space for the People. 

Opinions op the Press 

THE GLOBEj^yJe know nothing^ In literature of this kind more touching 
than the simple, nnafifected tale of her struggles, disappointments and triumphs. 
There is not a word of mere sentimentalism in any one of her papers ; she is- 
clear, practical and definite. . . . We know no bo<^ more likely than this to> 
stimulate ladies to undertake work of this kind, and to undertake it with idea» 
and motives certain to lead at least to partial success. 

Social Diseases and Worse Remedies : Letters 

to The Times on Mr. Booth's Scheme, with a Preface and 
* (reprinted) Introductory Essay by T. H. Huxlby, F.R.S. 
Crown 8vo. Sewed. Price is. net. 
Opinions of the Press 

TffJB NATIONAL OBSBRFER.^A. masterpiece of serried argument and 
damaging criticism. 

THE fP0R£I>.— Takes ns into a world of wholesome common sense, of keen, 
pitiless iogi^, of wit, of humour. . . . Everyb()dy has read the letters ; every" 
ix>dy should buy the pamphlet and read them again. 

THE SATURDAY WSr/EfF.— Will greatly enlighten the general public. 

Social Evolution. By Benjamin Kidd. 

New (Third) : Edition. 8vo. Price 75. 6d. net. 
Contents 
The feature of the new edition of this well-known work, now 
in its twentieth thousand, is an appendix comprising" a reply 
to criticisms since its appearance m English and m the six 
foreign editions which have been issued. For those as yet 
unacquainted with the work it may be as well to add that it is 
an " attempt to state in simple scientific terms . . . that which 
has presented itself to the writer as a natural law of human 
evolution hitherto unenunciated." 

Opinions of the Press 

THE GUARDIAN,~-May be thoroughly recommended to any one who wants 
a broad, clear statement of the most pressing of socia.1 problems, with reasoned 
suggestions towards its solution— the whole in a volume of moderate compass, 
printed in comfortable type. 

ST* JAMES'S G.4Z£7^£.— We can heartily «ommend the book to all «erious 
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thinkers upon social subjects, as a very able and earnest effort to oope with the 
almo«t overwhelming difficulties of our complex labour problems. 

L'£C70.V0 A/i57'^.->Unainteres8ante e istruttiya opera sul disoccupati .... 
Viene appunto a fomire molti elcmenti per lostndlodell* importante argomento» 
e certo dovi^ essera consultata da chtunque voglia oonoscere quella manifest- 
azione patologica del modemo slstema economico. 

statistics and Sociology. By Richard MATo-SMiTHt 

Ph.D., Professor of Political Economy and Social Science in 
Columbia Coll^fe. 

8vo. Price 121. 6d, net. 
Contents 
This book is Part I. of the author's work on " Science of 
Statistics," the second volume of which is being prepared under 
the title "Statistics and Economics." The object of the 
present work is ** to present the statistics of population in such 
^ way as to show their real significance." The book is 
•divided into four parts : Democfraphic, Social, Ethnographic* 
^nd Environment ; and the Introduction, which contains 
chapters on Statistics in the service of Sociology — ^Tlie 
Criteria of Statistics — and Method of Study. 

Opinions of the Press 

^HE ^IMBS.-^The first part of an elaborate and comprehensive vork. . . . 
It presents its resoks in a form well adapted for intelligent study and 
reference. 

tHB OXFORD MAOAZISE.^Ai is a very complete and admin^ble account of 
the statistics of population of the last great censuses of the countries of Europe 
and the United States. . . . The book is prefaced by valuable and luminous 
essays on the value of statistics in sociology, the criteria by which their 
usefulness may be judged, and the methods by which they should be studied. 
. . . No more useful method could have been devised, and the judgment shown 
in the selection of the statistical data, and the critical acumen brought to b^r 
on their discussion, should make this work a standard handbook of the subject 
for many years to come. 

National Life and Character : A Forecast. 

By Charles H. Pearson, Hon. LL.D. St. Andrews ; late 
Fellow of Oriel College, Oxford ; and sometime Minister of 
Education in Victoria; author of "A History of England in 
the Early and Middle Ages ": and of '' Historical Maps of 
England." 

Second Edition. Crown Svo. Price $s, ntU 

Contents 

Introduction — Unchangeable Limits of the Higher Races — 
Stationary Order in Society — Some Dangers of Political 
Development — Some Advantages of an enhanced National 
Feeling — Decline of the Family — Decay of Character. 
Opinions of the Press 

tBE NINETEENTH CENTURr.— This remarkable book illustrates the manner 
mnd direction In which ** the thoughts «f men are widening with the process of 
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the sons'* ; it records the impression left on a cultiratted and reBective mind hf 
oar increasii^ knowledge of distant countries and by the writer's own careful 
observation of the pcriitical and economic changes that are taking place among 
noo-Eairopean peoples. The point of view is novel, and the conclusions are 
somewhat unexpected. We have had some valuable histories of civilisation, 
tracing its growth and evolution in the past; we have seldom, if ever, met with 
so elaborate and so interesting an attempt to forecast the future. . . . Possesses 
in a vcrv high degree the quality <rf stimulating the imagination and suggesting 
reconsideratioo of accepted ideas. . . . Nor whether we agree or disasree with 
its author's conclusions can we doubt that he has made a valuable and original 
contribution to political philosophy. 

TBE jrESTMLSSTBR REFIEtV.—MT. Pearson has done a great national 
service. He has called attention to what may indeed become a pressing 
national danger. This book should be in the hands oi every British~-indeea 
every European — statesman. 

THE ATHEyf^VM.—An opportune reprint of the late Dr. Pearson's most 
interesting work. 

Domestic Service. By Lucy Maynard Salmon. 
Extra Crown 8vo. Price ys, 6d. 
Contents 
Historical Aspects of Domestic Employments — Domestic 
Service during^ trie Colonial Period — Domestic Service since 
the Colonial Period — Economic Phases of Domestic Service — 
Difficulties of Domestic Service from Standpoint of Employer 
— Advantages of Domestic Service — Industrial Disadvantages 
of Domestic Service — Social Disadvantages — Doubtful Reme- 
dies — Possible Remedies (five chapters) — Conclusion. 

Opinions op the Press 

fBB tJJdES. — ^The results are tabulated with care and discretion, and the 
author's comment on them displays a firm and comprehensive grasp of the 
problem considered. 

THE DAILY CHRONICLE.— A very interesting book. . . . Mrs. Salmon 
may write in the practical, matter-of-fact style that befits a scientific treatise* 
but she manages all the same to make her account of the domestic arrangements 
of the early rolenists vastly entertaining. . . . Utopian as these propositions 
may seem, they are based upon sound economic principles, for Mrs. Salmoh is 
no mere theorist. It is a pleasure indeed, in this age of fluent ignorance and 
hurry, to find a woman who has mastered her subject so compl^ely, and caa 
state her case so clearly. 

Clubs for Working Girls. By Maude Stanley, Author 
of " Work about the Five Dials." 

Crown 8vo. Price 3^. 6d. 

Contents 

The London Work-Girl— The Way to Start and Manage 
a Girls' Club— Evening Classes — Country Visits and Excur- 
sions — Amusements in the Club— Religion of the Working 
Girl — Difference in the Social Position of Working Girls- 
Homes for Working Girls. 
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Opinions op the Press 

THE DAILY t EL EG RA PH. —Of the useful nature of the work there can be no 
question, and in these encouraging and vigorously \vritten pages Miss Stanley 
ahowt tlie good already accomplished, and the wide field of pleasurable e£Fort 
open to large>hearted, gentle-spirited ladies in the direction of ner own generous 
undertakings An excellent volume. 

rHE CHARITY ORQANIZATION REVIEWT.^To those who desire to help 
working girls, and, as an essential preliminary, to acquaint themselves with the 
chairactenstics of the class which they wish to nelp. Miss Stanley's well-informed 
and thoroughly sensible pagpes can be heartily recommended. 

THE GUARDIAN.— A most valuable contribution to the literature about the 

London poor We recommend the book most heartily to all who either 

luive started or are starting girls' clubs in London or elsewhere, as absolutely 
the best help they will be likely to obtain in furthering their woric, and in 
making it fruitful of good results. 

Socialism : Being Notes on a Political Tour. By Sir Henry 
Wrixon, Late Attorney- General of Victoria, Australia, and 
Commissioner for Inquiry from that Province. 
8vo. Price 105. 6d, 

Contents 

This work will be found helpful in giving its readers an 
impartial prospective view of international Socialism. The 
following cnaptcr headings show the countries which the author 
specially studied in connection with the subject :— Sydney — 
The Pacific, Fiji, and Honolulu — Canada — England — Social- 
ism in England — Meetings — Socialists I have met — The United 
States (two chapters)— Socialistic Literature — Thoughts of the 
Man in the Street — Religion and the Family under Socialism. 

Opinions of the Press 

THE NATIONAL REFIEW.-One of the very best books lately produced in 
Greater Britain. ... It is really an admirable piece of work which will interest 
all political students who have access to it. 

THE SPECTATOR.— Wc could fill many pages with interesting extracts from 
this entertaining and instructive work, in which shrewd sense and keen 
observation more than atone for occasional slips of style. . 4 . We must 
conclude by commending its perusal to all who are interested in social and 
political development. 

THE ECONOMIC REVIEW.— K book that none can read without considerable 
profit and interest. 

THE SOUTH AUSTRALIAN RBQTSTER.^tht book, whic)i is well written, is 
eminently readable and worth studying. 
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The Control of the Tropics. Hy Benjamin Kidd, 
Author of '* Social Evolution." 

Crown 8vo. Price 35. net. 

Opinions of the Press 

Sf. JAMES'S GAZKTtE.-^MT. Benjamin Kidd, in the very interestinb 
chapters on ' The Control of the Tropics/ which Messrs. Macmillan have pug- 
lished in volume form, draws attention to what must be a very vital question 
of the future. Mr. Kidd's arguments are exceedingly important at the present 
moment in the history of civilisation, and deserve close attention. 

SCOTSMAN.— The writer has made a thorough and exhaustive study of 
bis subject, and no more suggestive or well-informed treatise on colonisation 
has appeared than this. 

Outlines of Sociology. By Lester F. Ward, Author 
of " Dynamic Sociology," * The Psychic Factors of Civili- 
sation, ' etc. 

Crown 8vo. Price 75. 6d. net. 

Opinions of the Press 

SPEAKER.— Both style and thought are admirably clear. 

The Elements of Sociology. A Text-Book for Colleges 
and Schools. By Franklin Henry Giddings, M.A., Ph.D., 
Professor of Sociology in Columbia University, New York, 
Author of " The Principles of Sociology." 

Extra Crown 8vo. Price 6s. net. 

The National Income and Its Distribution. 

By William Smart, M.A., D.Phil., LL. D,, Adam Smith 
Professor of Political Economy in the University of Glasgow. 
Crown 8vo. In the Press. 

Local Government. By M. D. Chalmers. Re-written 
by W. Blake Odgers, of the Middle Temple, M.A., LL.D., 
Q.C. 

Crown 8vo. 2s, 6d, In the Press. 

Philosophical Theory of the State. By Bernard 

BoSANftUET. 

Svo. In the Press. 

The Finances of New York City. By Edward Dana 
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